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ABSTRACT
The concept o f promises is important with services, because they can 
represent some tangible aspect o f the service organization upon which the 
customer can develop expectations and partially evaluate the performance of the 
organization. It is also important to examine the marketing processes (external, 
internal, and interactive) the organization utilizes and the consumer can 
participate in. because these processes act as the communication avenue for the 
promises. Finally, it is important to evaluate the promises and marketing 
processes from the perspective o f the consumer in order to determine the 
consumer's expectations, perception o f service personnel, evaluations o f actual 
service delivery, and commitment to the long-term relationship. Overall, 
studying these relationships and developing this type of model is important 
because it represents the whole process o f  relationship development, based on the 
concept o f promises, which has neither been modeled or measured. The model 
developed here examines the relationship between promises which are inclusive 
o f various marketing activities and/or communication processes, the interim 
outputs such as realistic expectations, customer-contact employees, and service 
delivery evaluations which each contribute to the development o f long-term 
relationships.
xiv
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In total, six studies were conducted including 2 pilot studies. 2 t'ocus group 
sessions. I pre-test, and the final study. The total number o f persons sampled or 
interviewed was in excess o f 1200 subjects. Empirically, studies conducted in 
this research endeavor have provided rigorous statistical testing which has 
contributed to the development o f measurement scales that contributed to the 
subsequent analysis o f the structural model. In particular, a considerable amount 
o f this study has been devoted to the moderation and analysis o f multiple focus 
groups. The results o f these focus groups have provided insightful contributions 
to the development o f specific items. These items help to differentiate concepts 
that are inherently similar, and the statistical results further indicate that, through 
appropriate wording, bank customers readily differentiate the various 
components. The results from the structural model analysis also provide support 
for the proposed relationships among the constructs, and provides evidence that 
long-term relationship commitment can be managed. Finally, implications for 
services industries research and future research directions are provided.
xv
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CHAPTER 1 
INTRODUCTION
The Research Topic
The importance o f developing a  lasting relationship with the customer has 
been an issue discussed by marketers for the past twenty years (Bagozzi 1974). 
Yet. Bagozzi (1995) pointed out that, until recently it has been only occasionally 
touched on in the literature. Levitt (1983) noted that the nature o f the product or 
business might dictate the need to develop long term relationships with 
customers to provide the organization with a return on the resources used in 
consummating the first sale. Moreover, Day (1996) concludes that "Customer 
retention and relationship building have become higher priorities than acquiring 
new customers. While, interactive, collaborative on-line systems permit one-to- 
one marketing". Empirically, many organizations and customers seem to prefer 
stable exchange relationships to a series o f intermittent, discrete ones. Managers 
that understand the continuum o f possible exchanges and the underlying 
behaviors, can position their firms within a range o f  relationship development 
activities that is appropriate given costs and opportunities. Awareness o f 
behaviors underlying exchanges would allow the manager to understand the 
customer's proclivity toward engaging in relational or discrete exchanges and 
then to adopt the appropriate posture as to how business will be transacted. For 
example, the organization that manages it’s relationship development process tire
1
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development process are more able to determine appropriate motivators to 
inspire the development of the relationship given their own self-interested 
benefits from maintaining the relationship. Although relational exchanges are 
not appropriate for all exchange situations, increasing emphasis on long-term 
exchanges requires enhanced relationship management skills. Webster suggests, 
because relationship management skills reside in people, the need to hire and 
retrain personnel with these skills will become increasing important.
After all. the longevity o f  a customer’s relationship favorably influences 
profitability. Customers who remain with a firm over time because they are 
satisfied with service are more likely than short-term customers to buy additional 
services and contribute to the marketing efforts of the firm by spreading 
favorable word o f  mouth communications. In addition, it can also be profitable 
to lower customer defection rates, which is often more strategically prudent than 
gaining market share or reducing costs. In an empirical study (Fomell and 
Wemerfelt 1987) which examined the impact o f complaint handling programs 
on customer retention, the authors concluded that marketing resources are better 
utilized keeping existing customers than attracting new customers. In a similar 
study, Reichfeld and Sasser (1990) found that customer defections have a 
stronger effect on a company’s profits than market share, unit costs, scale o f  
production, and many other factors usually associated with competitive
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
advantage. For many of these reasons, organizations are focusing on developing 
long-term relationships with customers because o f economic necessity.
For customers, relationship marketing depends on the creation o f  value 
for the customer through relational exchanges (Berry 1995). The relationship 
between an organization and a customer will improve when the customer has a 
greater need for information, knowledge, and expertise. Thus, customers will 
tend to engage in a relationship because they want greater efficiency in decision 
making, reduced information processing, more cognitive consistency, reduced 
risks, avoidance of conflict, and to comply with established norms (religion, 
government, and employer) (Sheth and Paravatiyar 1995). In addition, it has 
been suggested that customers make long-term commitments in order to reduce 
transaction costs and/or the uncertainty o f future benefits (Williamson 1979), 
and to obtain certain advantages not available in short-term exchange 
relationships (Marshall et al. 1979). As human beings, we often look for some 
degree o f  profit that can be derived from relationships, and at the same time we 
feel more comfortable in a long term relationship. Therefore, relationship 
marketing in services may provide the customers with a sense o f  profitability, 
and the added value o f  comfort. In addition, relationship marketing will tend to 
be most effective when:
• the environment is dynamic and uncertain in ways that affect future 
supply and demand (Zeithaml 1981).
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission
• many buyers are relatively unsophisticated about the service, yet 
they are seeking equitable exchanges (Crosby et al 1990)
• the service is complex, customized, and delivered over a continuos 
stream o f transactions (Lovelock 1983).
These characteristics tend to apply to both businesses (e.g. real estate.
advertising) and professional services (e.g. private banking, financial planning,
and insurance)
Zeithaml and Bitner (1996) have further identified relationship marketing 
as an emerging trend in the service sector. The emergence o f this trend seems 
natural in light of the characteristics o f services. Due to the intangibility, 
heterogeneity, inseparability, and parishability o f services, they are somewhat 
difficult to both evaluate from the customer's point o f view and difficult to 
manage for the organization. Thus, both the organization and the customer are 
interested in maintaining a relationship overtime, due to the initial effort required 
to initiate a satisfactory relationship that is dependent upon the interactions o f  at 
least two individuals, the service provider and the customer.
In terms o f developing a model which represents the relationship 
development process, most prior developments have focused on micro issues. 
Keaveny (1995) studied the reasons underlying switching behavior o f consumers 
as it relates to services. Her results culminated in a model o f  switching behavior 
that identified critical behaviors o f  consumer switching patterns. Shostack 
(1987) devised a model for classifying services based on structural analysis.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
5which involved grouping services according to their complexity and divergence 
potential. Ostrom and lacobucci (1995) investigated the consumer behavior o f 
service customers by studying consumer tradeoffs as a function o f risk. This is an 
extension o f earlier satisfaction/ evaluation work conducted by a host o f 
researchers (e.g.. Oliver 1980, 1993; Zeithaml et al. 1985; Bitner. Booms, and 
Tetreault 1990; lacucci, Grayson, and Ostrom 1994). Each of these studies has 
advanced the field o f services marketing by helping to distinguish services from 
goods marketing. Yet, they do not address the issue o f  developing a general 
model of service marketing, nor do they address the overall function o f 
relationship marketing within this spectrum.
Developing this type of general model is the underlying premise o f  this 
research endeavor. The basic components o f this model are based on the fact that 
services are often difficult to evaluate prior to encountering, due to their 
intangibility (Zeithaml 1981). Thus, many expectations and initial decisions 
made by the customer are based on the promises o f  the organization (Zeithaml, 
Berry and Parasuraman 1993). Customers use promises to evaluate the quality o f 
the organization, and to create their expectations o f future service delivery. The 
organization is then responsible for both enabling and keeping those promises, 
and ultimately meeting or exceeding the customers expectations.
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6The communication or delivery o f promises is a function of the marketing 
process, which includes external, internal and interactive marketing (Gronroos 
1990; BCotler 1997; and Bitner 1995). These marketing processes act as the 
communication vehicles between the organization and the consumer, and often 
function as a two-way information flow between the two entities. The combined 
acts o f making, enabling and keeping promises (Bitner 1995), in conjunction 
with the marketing processes are essential for building and maintaining long 
term relationships with customers with the key act being the keeping or 
fulfillment o f  promises made to customers (Berry 1995; Bitner 1995; and 
Gronroos 1990). These topics represent some o f the major components o f a 
model to be presented in this research.
Relevance o f Research Topic
The concept o f promises is important with services, because they can 
represent some tangible aspect o f  the service organization upon which the 
customer can develop expectations and partially evaluate the performance o f  the 
organization. It is also important to examine the marketing processes (external, 
internal, and interactive) the organization utilizes and the consumer can 
participate in, because these processes act as the communication avenue for the 
promises. Finally, it is important to evaluate the promises and marketing 
processes from the perspective o f the consumer in order to determine the
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
consumer's expectations, perception o f  service personnel, evaluations o f actual 
service delivery, and commitment to the long-term relationship. Overall, 
studying these relationships and developing this type o f model is important 
because it represents the whole process o f relationship development, based on 
the concept o f promises, which has neither been modeled or measured. 
Contributions o f Proposed Research
The findings from this research will contribute three fold. First, it will 
contribute academically by developing a model which represents the inputs, 
processes and outputs that an organization can utilize and evaluate to develop a 
long-term relationship with service customers. Secondly, it will measure the 
process from the consumer's perspective, in order to determine discrepancies in 
service delivery. Thirdly, it will contribute managerially by helping the 
organization examine its marketing processes, and evaluate those processes in 
terms o f  appropriateness and success. In essence, this research will explore the 
mechanism in which the organization can utilize to develop relationships, and 
the evaluations o f  the customer which lead to participation in those relationships, 
which have not been examined in total. The conclusions will provide indications 
o f  which relationships exist has proposed, and which theoretical perspectives 
contribute to the explanatory power o f  the model.
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8Literature Overview
Relationships can be described in various terms. First, relationships 
transpire over time with each transaction viewed as part o f  the whole in terms of 
its history and its anticipated future. Transactions also involve a transfer in 
ownership or use privileges, but are limited only to the successive negotiations 
o f exchange agreements (Alderson and Martin 1965). Secondly, there is a basis 
for future collaboration that must be built upon implicit and explicit 
assumptions, trust and planning, carefUl defining and measuring o f the items o f 
exchange, and systems for collaborating and resolving conflict (Hesterly et al. 
1990). Finally, a relationship starts to form when dependence is prolonged, 
performance is measured, communication is expanded, cooperative planning and 
anticipation of conflict arise, and expectations o f trustworthiness are cued by 
organizational and customer characteristics (Arndt, 1979; Dwyer, Shurr and Oh 
1987).
Beyond describing a relationship, a theoretical base must be examined. 
This theory should potentially offer a foundation upon which to establish an 
eventual framework that could illustrate the development o f  long-term 
relationships in services. Bagozzi (1995) suggests that we need a model o f  
marketing relationships, and to specify a theory explaining when customers enter 
a marketing relationship for different purposes.
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9There are several existing theories which potentially contribute to this end. 
including economic exchange theory' (competitive advantage), interpersonal 
relationships, social exchange theory, role theory, and norm o f reciprocity. 
Conceptual Model
The dissertation model (shown in Figure 1.1) is based on Bitner’s (1995) 
illustration o f the interwoven acts o f relationship building and the marketing 
strategies that might support each act. The model includes those acts or 
components (promises) proposed by Bitner that are part o f relationship building. 
Moreover, the model examines the relationship between the promises, and the 
interim outputs o f realistic expectations, customer-contact employees, and 
service delivery evaluations which each contribute to the development o f long­
term relationships.
In summary, when the organization provides the basis for delivering 
quality service over multiple interactions, the customer will become dependent 
on the organization and eventually committed to the organization and the 
relationship. This commitment will provide a cumulative effect, because the 
customer will become more cooperative and participatory in the service delivery 
process. The overall delivery process will then become more efficient and 
satisfactory for those customers dedicated to the relationship.
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The results o f creating customer satisfaction and customer loyalty will lead to 
long-term relationship commitment and higher performance outcomes, and 
ultimately a sustainable competitive advantage (Day and Wensley 1988).
Making Promises Enabling Promises
Customer Contact 
Employee
Service Delivery 
Evaluation
Customer Expectations
Long-Term Relationship 
Commitment
Keeping Promises
Figure 1-1: Dissertatiou Model
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Research Questions
This research program will address and answer several important 
questions. First, it is necessary to determine what components o f the 
organization significantly contribute to making, enabling and keeping promises. 
Secondly, is there a difference between what the organization and the customer 
perceive to be important components o f promises? Thirdly, does the marketing 
process successfully communicate the service offering and the promises 
embedded in it? Are realistic customer expectations derived from the promises 
that the organization makes? Are customer performance evaluations indicative 
o f quality service delivery? Is the long-term relationship derived from the 
combined effects o f realistic customer expectations, customer-contact 
employees, and quality service delivery? How does the intensity and/or 
longevity o f  the relationship impact the interpretation o f promises and the overall 
evaluation o f the organization? Finally, is the result o f  a long-term relationship 
the development o f trust, commitment, and dependence between the customer 
and the organization; which in turn leads to a competitive advantage for the 
organization?
Based on the research questions to be answered, and the proposed model 
to be studied; the following seven general propositions have been developed:
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P I: The act o f making promises is facilitated via external marketing,
which in turn leads to the development o f realistic customer 
expectations - if those promises are based on ethical guidelines and 
executable programs.
P2: Customer expectations are influential in later evaluations o f the act
o f keeping promises and the development o f long-term relationship 
commitment.
P3: The act o f enabling promises incorporates the use o f its' internal
marketing capabilities which ultimately influences the act of 
keeping promises.
P4: The act o f keeping promises is the culmination o f the development
o f effective customer-contact employees and positive service 
delivery evaluations.
P5: The act o f keeping promises works in conjunction with interactive
marketing to develop a two way communication channel and 
facilitates the development o f long-term relationship commitment.
P6: Long-term relationship commitment can be described as a
culmination o f dependence, commitment, trust, value, and 
confidence that is developed between the organization and the 
customer.
P7: The measured level o f the proposed constructs and the
relationships between those constructs will be moderated by both 
the longevity and intensity o f  the relationship between the 
organization and the customer.
These propositions represent the relationships that are incorporated in the model,
and will be tested in general as specified, but also inclusive o f  distinctive,
individual associations.
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Study Overview
This study focuses on the banking industry. Due to the banking industry's 
unique service characteristics, the concept o f promises should represent the 
tangible aspect upon which customers base a significant amount o f  expectations 
and evaluations. The data was collected using a questionnaire device that 
primarily utilizes likert type scales, with a seven point - strongly disagree to 
strongly agree - response scale. The items were generated through a 
combination o f previously developed scales, and the development o f new or 
adapted scales. The measurement items represented the components or 
characteristics o f promises, marketing processes, outputs, and results as 
previously discussed.
The development o f these items and scales required the use o f focus 
groups. 2 pilot studies and a pre-test to fine-tune the reliability and validity 
characteristics o f the device. The results o f  the pre-test study provided the 
indications for developing the final instrument, and determining an appropriate 
sample size.
Since an analysis technique which incorporates correlational associations 
was implemented, it was important that the sample be o f a size that would allow 
for an appropriate level o f  power and validity. Other than the initial pilot 
studies, the samples for both the pre-test and full study were randomly sampled
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from a population o f organization customers, in order to increase the 
generalizability o f the results. The overall development process from initial item 
generation to the implementation o f the final study was guided by the criteria 
established by Churchill (1979). for developing and assessing the characteristics 
o f measurement scales.
Overall Contributions
This relationship marketing model extends prior models by attempting to 
illustrate the components, outputs and processes that are occurring as service 
organizations are making, enabling and keeping promises with their customers in 
an effort to develop long-term relationship commitment. For the organization, 
this is important because there are many positive consequences in understanding 
some o f the components o f relationship marketing (Sheth and Paravativar 1995). 
The process o f successful relationship marketing tends to increase customer 
involvement and cooperation in the service delivery process. This in turn helps 
the organization to improve its marketing effectiveness and efficiency by 
effectively using resources more productively, increasing customer retention, and 
by having customers participate in the marketing process. In addition, 
organizations that adequately train their employees for relationship marketing are 
enabling those employees with the ability to be successful customer-contact 
employees, thus improving the delivery process.
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Relationship marketing and the attainment o f a long-term relationship 
with customers opens many opportunities to further extend relationships. In an 
article by Webster (1992). a range o f marketing relationships are described and 
the author suggests that successful, long-term relationships can open the door to 
obtaining various profit maximizing opportunities. Involvement in these types 
o f relationships should lead to competitive advantages (Bharadwaj et al. 1993). 
Bharadwaj et al.( 1993) have noted that unique skills and unique resources are 
sources o f  competitive advantage, and that relationships can be unique resources. 
If a unique competitive advantage can be obtained from developing 
relationships, this should highlight the importance o f understanding the 
relationship development process.
The framework proposed here will provide the base for further 
understanding o f  relationship marketing between service organizations and their 
customers. Studying these relationships and developing this type o f model is 
important because it represents the whole process o f  relationship development, 
from the perspective o f promises, which has neither been modeled or measured. 
In addition, this research will explore the mechanisms (e.g. marketing processes) 
that the organization can utilize to develop relationships, and the evaluations o f 
the customer which lead to participation in those relationships (which have not 
been examined in total). The conclusions will provide indications o f which
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relationships exist as proposed, and which theoretical perspectives contribute to 
the explanatory power o f the model.
Dissertation Organization
[n summary, the dissertation chapters are organized as follows. Chapter I 
introduces the topic and offers substantiation for research in this area. Chapter 2 
reviews the theoretical frameworks which are appropriate for the study of 
relationship development, and overviews the marketing literature in the area. 
Chapter 3 develops the conceptual model and research hypotheses. Chapter 4 
summarizes the research methodology and the criteria proposed to assess the 
model. Chapter 5 reports the results o f a scale development procedure and a pre­
test o f the measurement properties. Chapter 6 provides detailed analyses 
regarding the measurement and structural models' properties, and includes a 
comprehensive overview o f the hypotheses tests. Finally. Chapter 7 provides a 
discussion o f  the conclusions, theoretical contributions, managerial implications, 
and future research directions.
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CHAPTER2
LITERATURE REVIEW AND THEORY DEVELOPMENT 
Introduction
As emphasized in the Fall 1995, special issue o f the Journal o f  the 
Academy o f Marketing Science, relationship marketing is currently a popular 
paradigm in the academic discipline o f marketing. Even popular business 
periodicals are using relational metaphors to describe business interactions, such 
as the 'marriage' between an organization and their customers (Holiday 1996). 
Yet, while it has been popular, recently, to coin the phrase 'relationship 
marketing’, for many years marketing scholars have suggested that it is useful to 
consider marketing phenomena broadly as exchanges which occur within a 
relational framework (Kotier and Levy 1969; and Bagozzi 1975). Several 
theoretical perspectives lend support to this ideology, including Exchange 
Theory, Interpersonal Relationships, Social Exchange Theory, Role Theory, 
Norm o f Reciprocity, and Competitive Advantage. The purpose o f  this chapter 
is to review these theories in terms o f  their meaning and applicability to the 
development o f  a model which is broadly indicative o f  relationship marketing 
and specifically representative o f relationship development in the services 
industry.
17
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Exchange Theory
Kotler (1997. pg. 10) has described marketing as a "social and managerial 
process by which individuals and groups obtain what they need and want 
through creating, offering and exchanging products o f value with others". The 
concept o f exchange has itself been an important component o f the marketing 
theory debate, where the content and context o f the exchange is rich, multi­
dimensional and sustained over long periods o f time (Easton and Araujo 1994).
In traditional marketing theory, transactions are one-time exchange values 
between two parties who have no prior or subsequent interaction (Webster 
1992). The focus has been on the voluntary transfer o f value from one party' to 
another with the purpose o f  enhancing the potency o f both parties' assortment 
(Houston and Gassenheimer 1987).
Bagozzi has been a staunch supporter o f the exchange concept, and 
described the exchange system "as a set o f social actors, their relationships to 
each other, and the endogenous and exogenous variables affecting behavior o f 
the social actors in those relationships" (1974. pg. 78). In a later article, Bagozzi 
(1979) contended that exchanges are comprised o f actions, experiences, and 
outcomes which vary in degree and occur among the actors individually, jointly, 
shared, or both. He describes them as a set o f  endogenous variables in the study 
o f  marketing. Actions are described as behaviors, or outward manifestations, in
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which the entities engage, especially that o f the organization as it communicates 
with the customer. Experiences are the psychological states or processes that 
are involved in the actual exchange, and appear to arise from the exchange act 
itself (Houston and Gassenheimer 1987). The outcome is the value received in 
the exchange act itself, exclusive of the preceding variables (Bagozzi 1979).
This conceptualization o f exchanges provides a logical precedence for 
examining relationships in terms o f inputs, processes, and outputs.
There are certain conditions that must be met before exchange can take 
place, and that these conditions are representative o f the pre-requisites of 
exchange (Bagozzi 1979). Sociologists such as Blalock and Wilken (1979) (ref. 
From Houston and Gassenheimer) have identified five standard human 
conditions which contribute to exchange.
1. ...human beings are basically goal-seeking animals.
2. ...humans prefer some goals to others.
3. ...humans are able to anticipate the consequences o f their actions.
4. ...humans direct their behaviors toward their preferred anticipated 
choice.
5. ...humans are able to create innovative behaviors that are aimed 
toward the consequences they desire.
These conditions generally suggest that consumers seek desired states, they have
choices, they analyze choices, and they engage in behaviors which facilitate the
acquisition o f  the desired choice. Other notable authors such as Kotler (1997)
state that there are more definitive aspects o f  exchange which are essential as
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pre-requisites to exchange.
1. There are at least two parties.
2. Each party has something o f value to the other party.
3. Each party is capable o f communication and delivery.
4. Each party is free to accept or reject the offer.
5. Each party believes that it is appropriate or desirable to deal with
the other party.
A successful exchange based on these premises is defined as an exchange in 
which each entity involved perceives that what was received and rendered in the 
exchange is that which has been stipulated as the terms o f  the exchange. This 
definition does not preclude the possibility that an entity subsequently may deem 
the negotiated exchange to have been a poor decision, because there was 
deviation from the agreed upon terms or misinterpretation o f those terms 
(Houston and Gassenheimer 1987). tn other words, inadequate delivery or unmet 
expectations will result in cognitive dissonance and no further exchanges.
While Bagozzi and others presented an excellent conceptualization o f the 
exchange process, no propositions were provided as to why exchange takes place 
between a buyer and seller (Sheth, Gardner and Garrett 1988). Yet Houston and 
Gassenheimer ( L987) addressed this issue and proposed that exchange is the 
result o f  goal-seeking behavior, which occurs under specified conditions, and 
involves the passing o f value or utility. Furthermore, they suggest that needs 
satisfaction is the driving force behind exchange (Houston and Gassenheimer
1987). This implies that both the organization and consumer have goals that
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want satisfied through increased value or utility, which is the successful result o f 
the exchange relationship. The issue o f value is important in the context o f 
exchange, because it represents the fundamental goal/areas for which the parties 
to the exchange process participate. Each party perceives that the other has 
something o f value, for which they wish to exchange their own object o f value. 
These objects o f value are often described as (Kotler 1997):
► goods
► services
► ideas/concepts
► information
► monetary mediums
The interesting component is that each party must perceive that the other party's 
object o f value is more valuable than their own, and thus they will gain value due 
to an exchange o f those objects. Thus, each entity is attempting to maximize its 
own utility through the exchange process. We could then describe exchange as 
representing the realization o f the joint maximization o f two (or more) utility 
functions. Therefore, each party is motivated to develop and maintain the 
relationship, when that liaison provides both parties with added value (an 
outcome with greater value or utility than that which is put into the relationship), 
and when other alternatives do not offer a more equitable exchange situation. The 
relationship should be enhanced via this bonding or enticing element.
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The issue o f alternative choice is important from the perspective of 
relationship development, such that discrete exchanges allow the customer the 
opportunity to forgo future exchanges at any time there appears to be a better 
alternative. Good relationship development and management emphasizes the 
building o f  long-term relationships, and it provides incentives to both the 
organization and the customer to remain in the relationship despite alternative 
choices. Organizations that focus on the customer and develop retention 
programs, do so in order to reduce market uncertainty by adopting a principle of 
exclusivity in selecting exchange partners. Market uncertainty can be caused by a 
number o f factors, but most organizations are concerned with the fundamental 
contributing factor o f competition. The greater the market uncertainty, the more 
the organization is motivated to engage in exchange relations with their current 
customers (Podolny 1994). In addition, Sheth and Paravatiyar (1995) state that 
the marketers' motivation to engage in relationship marketing is tempered by the 
customers’ motivation to engage in a relationship with a firm or branch so as to 
reduce their choice set. Peterson (1995), indicates that it may be appropriate to 
suggest that customers will accept a reduction in choices as a consequence o f 
entering a relationship with a marketer. Analogous to the approach o f  a 
business, customers enter into exchange relationships on the basis o f expected 
equity and the desire to increase the predictability o f exchange outcomes
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(Peterson 1995). Thus, customers are willing to reduce their choice set if given 
sufficient service and a reduction in uncertainty. Customers are comfortable 
with good exchange relationships, and they will remain in those relationships 
even in the presence o f other choices that may have marginally more equitable 
offerings.
Competitive Advantage: In addition to the customer perspective and 
relationship development, organizational strategy should address the benefit of 
long-term relationships. The result o f developing a long-term relationship 
provides a source for creating a competitive advantage. In fact, for an 
organization to achieve consistently above-normal market performance, it must 
establish a sustainable competitive advantage. To accomplish this end, the 
organization must create superior value for its customers (Narver and Slater 
1990). Value is created for the organization when the financial benefits o f  a 
strategic activity exceed the costs. Value is ultimately created by actions which 
enhance and sustain the competitive advantage o f the business in the markets it 
elects to serve (Day and Fahy 1988). A  competitive advantage can result from 
implementing a value-creating strategy not simultaneously being implemented by 
any current or potential competitors. Sustainability is achieved when the 
advantage resists erosion by competitor behavior (Bharadwaj, Varadaqan, and 
Fahy 1993).
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One aspect of creating a competitive advantage for the organization is 
dependent on the extent that relational exchange contributes to product 
differentiation and creates barriers to switching. It should be noted that the 
buyers perception of the effectiveness o f the exchange relation, is a significant 
mobility barrier and a potential competitive advantage for the seller that insulates 
the latter from price competition (Dvver. Schurr, and Oh 1987). Thus, it is the 
organization’s responsibility to influence and manage these perceptions through 
appropriate communications and information delivery' to the customer, in a 
manner that will positively enhance these perceptions. Yet, it should be noted 
that large discrepancies between current equity positions and perceived 
alternative choices will usually result in switching behavior regardless o f the 
current relationship and the communications o f the organization. As Peterson 
suggests, inherent in relationship development is the actual exchange process.
Contributions to the Development of the Conceptual Model: An 
overview o f exchange theory suggests that exchange relationships can be 
described as a long-term repetitive interaction with a  relational emphasis, that 
can facilitate heightened customer satisfaction, lower costs and reduce 
uncertainty through transaction routinization, and raise barriers to competitive 
market entry. Exchange theory illustrates that consumers enter exchange 
relationships in order to gain utility from the transaction, reduce the uncertainty
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o f multiple outcomes, and reduce the number o f choices occurrent with discrete 
exchanges. Exchange theory also suggests that extended relationships can 
provide competitive advantages for the organization, and thus provide evidence 
as to why organizations seek these extended relationships. The concept of 
competitive advantage illustrates the need for the organization to develop a 
unique resource or skill, such as long-term relationships with customers. Day 
and Fahy (1988) suggest that organizations should focus on long-run shareholder 
value created by alternative strategic moves (i.e. creating realistic expectations, 
proper employee training, and delivery o f quality service) that are in sync with 
the overall marketing objective of achieving sustainable advantage via satisfied 
customers and enduring relationships. Focusing on the customer encourages the 
service business to segment the general market carefully and tailor their services 
to the needs o f the selected customer segments. Such a focus results in superior 
performance for a service firm because it facilitates identification o f  the elements 
o f service operations that are o f strategic importance and concentration o f the 
firm's efforts, investments, and controls (Nayyar 1992; Davidow and Uttal 1990: 
and Heskett 1986). In addition to the competitive advantages to be gained from 
closely meeting the needs o f  customers, a focused service strategy yields benefits 
from streamlining operations, resulting in improved productivity and service 
quality (Nayyar 1992).
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Finally, exchange theory illustrates that exchange can be examined in terms of 
inputs, processes, and outputs which provides the foundation upon which this 
new relationship development model is based, 
interpersonal Relationships
The purchase of a service is thought to consist of a process that depends 
in part upon the interpersonal interaction between the service provider and the 
customer (Crosby et al. 1990; Ostrom and lacobucci 1995; and Iacobucci and 
Ostrom 1996). In fact, the study o f people’s social interactions and 
relationships, indicates that people use cognitive schema to organize their 
perceptions o f the world (Iacobucci and Ostrom 1996), including their evaluative 
reactions towards past, present, and/or future interactions with service personnel. 
It has been found that within these schema, people categorize their interpersonal 
relationships and develop future ideologies based on these categorization 
schemes (Wish et al. 1976). Within these categorizations. Wish et al. (1976) 
found that there are four dimensions that underlie the schema development 
process for analyzing interpersonal relationships. These dimensions include the 
symmetry-asymmetry (equal versus unequal), valence (cooperative versus 
competitive), intensity (frequency o f  interactions), and social-work (formality o f 
the relationship) related nature of the relationships, which are thought to 
characterize dyadic relations. These dimensions form evaluative criteria upon
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which consumers develop perceptions regarding service providers, and will 
likely base future expectations and evaluations upon these schematic 
conceptualizations. This also suggests that the interaction between the service 
contact employee and the customer is o f extreme importance because a 
significant portion of the consumers expectations and evaluations can be based 
on the schemas representing interpersonal interactions.
In other theoretical research on interpersonal relationships, Homans
developed several theoretical statements, based on psychology and economics,
which illustrate reasons for relationship development (Homans 1974).
"Persons that give much to others try to get much from them, 
and persons that get much from others are under pressure to 
give much to them. This process o f  influence tends to work out 
at equilibrium to a balance in the exchanges. For a person 
engaged in exchange , what he gives may be a cost to him, just 
as what he gets may be reward, and his behavior changes less as 
profit, that is, reward less cost, tends to a maximum. Not only 
does he seek a maximum for himself, but he tries to see to it that 
no one in his group makes more profit than he does. The cost 
and the value o f  what he gives and o f  what he gets vary with the 
quantity o f what he gives and gets.”
By investigating the components o f  these statements, there are several notable
concepts that contribute to the ideology o f relational exchanges. These
propositions include; Success (the more often an action is rewarded, the more
likely it will be performed), Value (the more valuable the outcome o f  an action,
the more likely one will perform the action), and Cost and Profit (the higher the
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profit the more likely one will perform an action). Interpretation o f these 
propositions suggests that customers may engage in repeated transactions, due to 
the success o f  prior transactions, perceived value that can be derived from the 
relationship, and positive returns on investments into the relationship.
Contributions to the Development of the Conceptual Model: The 
dimensional aspect of interpersonal relationships indicates that it is imperative 
that the organization manage its interpersonal relations with customers. This 
illustrates the importance o f training the customer-contact employee in terms of 
communicating correctly with the customer. For instance, the customer-contact 
employee wants to leave the customer with the impression that the exchange 
yielded equal outcomes, it was cooperative, the customer will benefit from 
higher frequency interactions, and that there is some degree o f formality which 
provides a hindrance to switching behavior.
An interpretation o f Homans (74) suggests that repeated interactions (a 
component o f  making future promises) will form performance expectations, and 
if  these expectations are not met, dissolution o f  the relationship will likely occur. 
Thus, the concept o f  interpersonal relationships provides evidence as to why 
consumers engage in extended exchange relationships, and suggests that these 
relationships will fail if  expectations are not met.
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Social Exchange Theory
Another exchange oriented concept which focuses on the behavior of 
dyads is social exchange theory, which suggests that behavior has value to the 
individual receiving the behavior. Behavioral value determinants are based on 
whether the behavior is liked, and past experiences with that behavior. The 
evaluation o f this value can also be based on the rewards, costs and outcomes 
derived from the relationship (Swenson L973). Yet, exchange processes are 
embedded in the dense fabric o f social relations and economic exchange is rarely 
able to rid itself o f  non-economic exchange baggage such as social exchange, 
and it is unlikely that the interaction can be reduced or described in the 
standardized metric form o f money (Easton and Araujo 1994). The embedded 
nature o f economic activity in continuing networks o f  social relations has been 
noted in a number o f empirical studies, which have highlighted that even in close 
to ideal, perfectly competitive markets, it is possible to identify social structures, 
rules, norms and relationships that both constitute and shape market processes 
(Baker 1984; Lebleneck and Salancik 1982)
Other empirical studies (Seabright et al. 1992; and Levinthal and Fichman
1988) investigating auditor-client relationships, found that where there was no 
investments in relationship specific, physical assets, that the persistence o f  inter- 
organizational relationships depended partly on the social network and
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relationship that had been established between the entities. They concluded that 
it was difficult to disentangle the effects o f interorganizational ties that reflect 
economic, transactional efficiency from those that reflect the relationships o f 
individuals imbedded in the same social networks. The two effects are likely to 
covarv and be mutually reinforcing over time. In service and inter-relationalw m W
markets the role o f interpersonal contacts and social networks is a crucial 
element for understanding economic exchange.
Even a classic contractual exchange researcher such as Macneil (1986) 
argues that all real life exchanges take place in the context o f relations more 
extensive that the exchange itself. As such, individuals will give up their 
individual utility maximizations in return for the reduced uncertainty derived 
from the relationship. At the very least their desires to maximize individual 
utility from this exchange are likely to conflict with desires to maximize 
individual utility from anticipated future exchanges with the same or a related 
party. This interdependence for the future gives a real need for social solidarity. 
The emergence o f market economies, with highly monetized patterns o f 
exchange, controlled and directed by the market's self-regulating mechanism 
does not diminish the need for social solidarity. On the contrary, as Macneil 
argues (1986, p. 592), market economies have acute problems regarding social 
solidarity. The embeddedness o f  exchange in social structures very often dictates
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complex legal structures remote from, though essential to, the exchange relations 
themselves. The solidarity of market exchange is built on the assumption that 
property law permits effective present exchanges and that property law plus 
contract law permits effective exchanges o f obligations. For Macneil (1986) the 
exchange of obligations to exchange money for goods in the future (which 
represents the concept o f binding promises) is the very epitome of social 
solidarity and the foundation on which both property and contract law can 
function.
Contributions to the Development of the Conceptual Model: In terms 
o f service organizations, an interpretation o f this theoretical perspective implies 
that behavior represents the service as it is promised and/or delivered, and the 
consumer makes both qualitative and quantitative evaluations o f  this behavior.
It then seems evident that exchanges are evaluated on both a functional and 
subjective level, and social exchange theory illustrates the subjective evaluation. 
Customers generally expect some level o f  functional or technical quality, but a 
great degree o f satisfaction is derived from the behavioral aspects o f the 
exchange. Thus, if  the organization behaves in an expected manner, then the 
consumer's reciprocal behavior will be reflected as a commitment to the 
organization and the long-term relationship.
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Role Theory and The Norm of Reciprocity
Role theory has implications for services because it develops a 
conceptualization o f what goes on between people during interactions (Biddle 
and Thomas 1966). Role expectations contain norms for shaping behavior based 
on the values o f the norms, and vary in how related they are to important norms. 
These norms are enforced by others' behavior, and vary widely on the basis of 
being shared or accepted, yet they still define the range o f permitted behavior 
(Secord and Blackman 1964).
Humans develop a conceptualization and understanding of norms through 
social learning in which individuals become aware of their responsibilities and 
the responsibilities o f  others that are necessary in relational exchanges (Simons 
et al. 1990). Therefore, we each develop expectations as to what our role and the 
role o f  others should be in a relational exchange. In other words, the customer 
will develop certain expectations as to their role in the service delivery process. 
Some o f  these expectations might involve their level o f  participation in the 
service delivery, or the degree or quality o f service to be delivered dependent on 
the perceived role o f the service provider.
Within a relationship, the customer’s degree o f satisfaction with the level 
o f  rewards received should affect the quality o f  the relationship. Tn addition to 
the elements internal to the customer-organization relationship, relationship
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behavior is likely to be influenced by a variety o f factors external to the 
relationship, such as the customer's values, skills, emotional state, commitments, 
rewards, and frustrations associated with not only the current relationship, but 
which are also associated with their other roles relationships.
To a large degree, an individual's commitment to a relationship is a 
function o f the extent to which they can obtain similar or more valued outcomes 
from alternative relationships and activities. A person is likely to become less 
interested or involved in a relationship whenever the comparison level for 
alternatives is higher than the level o f rewards that they are receiving.
This is similar to the concept o f equity theory which states that equitable 
exchanges are dependent on a perception by each party that they are receiving 
more than they are imputing.
The organization also develops certain perceptions o f norms regarding 
their own conduct and the interaction with the customer. It is imperative that 
the organization understands it's role in relation to the customer so that it 
understands the level o f service that is required in order to meet the expectations 
o f  the customer. Therefore, norms guide the behavior o f both the organization 
and the consumer, in terms o f  what each expects o f the other. I f  behavior 
deviates from these expectations, then future interactions will be jeopardized.
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
34
Another norm for personal interactions is Gouldner's Norm o f Reciprocity 
- "a mutually gratifying pattern of exchanging goods and services (Gouldner 
I960). The implications are that both sides o f the relationship have rights, 
obligations, and expectations. Gouldner's (I960) premise is that there is a need to 
distinguish between complementary relationships and those characterized by 
reciprocity. Reciprocity means that a service given is returned within the 
relationship o f  a social system. This is a pattern o f human behavior based on 
norms that engenders stability for the social system - a form o f exchange where 
there are mutual gratifications, and where each party has rights and duties to 
enact the roles o f stabilizing the social system. This indicates that stable 
relationships involve commitment from both the organization and consumer, and 
both parties must contribute to the process in an interactive manner which will 
make the system more efficient and satisfying to both parties.
Contributions to the Development of the Conceptual Model: In 
summary, A role is the behavior associated with a socially defined position 
(Solomon et al. 1985), and role expectations are the standards for role behavior 
(Biddle 1966). Thus, similarities in how customers and employees view service 
encounters are most likely when the two parties share role expectations (Bitner et 
al. 1994).
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In many routine service encounters, particularly for experienced employees and 
customers, the roles are well defined and both the customer and employee know 
vvhat to expect from each other, which should contribute to more satisfactory 
experiences for both the customer and employee.
Summary
In summary', the culmination o f  economic exchange theory in conjunction 
with interpersonal relationships, social exchange, role theory, and norm o f 
reciprocity provide the theoretical foundation for exploring relationship 
development. These theories provide explanations as to why consumers and 
organizations seek exchange relationships. More importantly these theories 
provide evidence as to how the relationships are developed and why they are 
maintained. Yet. these theories are not conclusive in their ability to explain what 
aspect o f the service entity the consumer uses as the catalyst for developing 
expectations and ultimately a long-term relationship with the organization. It 
may be the concept o f  promises that represents the overall tangible aspect that 
the customer utilizes as an evaluation device.
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CHAPTER3 
CONCEPTUAL MODEL DEVELOPMENT
Overview
The following discussions illustrate the components o f the proposed 
model in terms of descriptive definitions and relational comparisons among 
those components. This model is composed o f inputs, processes, and outputs 
which are depictive o f  the interactions between organizations and their 
customer’s, which can lead to long-term relationship commitment. The 
following model represents these relationships as proposed:
Moderating Variable: Experience
Experience has been shown to be one of the more influential variables in 
the development o f both customer expectations (Griffin et al. 1996) and the 
evaluations o f service performance (Johnston and Kim 1994). Specific empirical 
results have shown that subjects who elaborate on past experiences are less 
influenced by external marketing stimuli, relative to subjects who do not 
elaborate Huffman 1997). Other studies have shown that the degree o f 
elaboration on past experience is dictated by the amount o f  previous experience 
(Webster 1991). In total, these studies suggest that customers with more 
experience with an organization are less Likely to be influenced by the promise of 
the organization, and they base their subsequent evaluations on the actual 
performance o f the firm.
36
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Making Promises Enabling Promises
Customer Expectations
Customer Contact 
Employee
Service Delivery 
Evaluation
Long-Term Relationship 
Commitment
Figure 3-1: Conceptual Model
In this study, experience is proposed to be a moderating variable that will 
influence both the levels of various constructs and the strength o f  the 
relationship among the constructs. Experience will be measured as a 
culmination o f relationship longevity and relationship intensity. Relationship 
longevity will simply be measured as the number o f  years that a customer has 
been patronizing their primary bank. While relationship intensity' will be 
measured according to the number o f  services utilized at the primary bank. 
Different services will include such offerings as checking and savings account,
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auto loans, home mortgages, credit cards, certificates o f  deposit, etc. A sum 
score will be calculated from the two measures, which will represent experience. 
The median score will be utilized as the separating level between low and high 
experience. The specific effects o f experience on the constructs will be discussed 
in the subsequent sections.
Making Promises
An organization makes promises to its customers regarding what they can 
expect and how expectations will be delivered. Explicit service promises are 
communications about the service, made by the organization (Zeithaml, Berry, 
and Parasuraman 1993). The impact o f explicit service promises on service 
expectations may vary depending on the intangibility o f the service. Previous 
research suggests that the more ambiguous the information concerning service 
quality, the greater the influence o f marketer-dominated communication 
(Gronroos 1984). As such, Zeithaml et al. (1993) propose that the higher the 
level o f explicit service promises, the higher the levels o f desired service. Thus, 
it is important from an organizational perspective to not over-promise because 
the resulting customer expectations will be unrealistic and unachievable (for the 
organization).
A second factor which is thought to influence both desired and predicted 
service is implicit service promises. These are service-related cues other than
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explicit promises that result in the customer developing inferences about what 
the service should and will be like (Zeithaml et al. 1993). Price, office 
environment, and professionalism o f the staff are examples of implicit service 
promises. For example, a women whose obstetrician has a professionally 
decorated medical office may have higher expectations o f service quality based 
on the office environment. Implicit service promises are thought to elevate the 
levels o f desired service and predicted service of the consumer. It is important 
from an organizational perspective to utilize implicit promises that are 
representative o f the service organization so that realistic expectations are 
developed. Subsequent service delivery should then be representative o f these 
expectations, in terms o f articulation and quality.
Promises are derived from various components which help the 
organization create realistic and consistent promises. These components begin 
with management's philosophy and the commitment to characteristics such as 
ethical stipulations, norms and moral behavior. As suggested by role theory, the 
promises themselves should reflect the ethical stipulations and norms, be realistic 
and do-able. Ethics become an important component as the exchange is driven 
by the development o f the relationship. Ethics and moral behavior then become 
a powerful source o f  moderation or maintenance in terms o f  the claims that an 
organization will make (Gundlach and Murphy 1993 and Bagozzi 1995).
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Legal scholars (Harris 1983. Ativah 1981. and Fried 1981) suggest that 
exchange among entities is based on the concept of making promises.
Individuals and organizations can voluntarily impose obligations on themselves 
under which they can choose to join together for mutual advantage. It is 
generally the responsibility of the organization to communicate these obligations 
(promises) to the customer through some form o f external marketing. This 
communication o f promises is thought to be the best vehicle for generating trust, 
which is a tool that entities can utilize to develop cooperation and engagement in 
the further advancement o f the relationship. In fact, human nature dictates that 
we would rather rely more on promises made to each other than legal principles 
in forming relationships, and handling certain adjustments and conflicts 
(Gundlach and Murphy 1993).
Norms are yet another dimension that are a predominant component o f 
making promises. The theory o f norm o f reciprocity suggest that norms involve 
the prescription o f behaviors directed toward maintaining the system or 
relationship as a whole and curtailing behavior promoting the goals o f individual 
parties. Parties to transaction may establish local rules and norms governing 
their exchange relationships and pertaining to matters such as procedures for 
settling disputes and conflict resolution mechanisms. The cost o f  establishing 
and developing those rules are specific to that relationship and may have to be
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incurred again if the parties change (Easton and Araujo 1994). Norms also 
provide guidelines for the initial probes that potential partners may make towards 
each other. This promotes flexibility, information exchange, and solidarity 
(Heide and John. 92). In addition, promises should contain values shared 
between the organization and customer that are mutually beneficial (Berry 1995).
The making of promises has important strategic implications for the 
organization, because it sets the stage for enabling promises, keeping promises, 
and ultimately developing a long-term relationship. Promises can become a 
standard by which the customer judges the utility o f  continuing the relationship. 
Competitors can view the standard as a benchmark upon which they must 
improve to differentiate their offering. In this regard, promises made by service 
entities within an industry can aid in setting standards for an entire industry.
Bowie and Dwyer (1995) have characterized promises as a component o f 
influence strategies, which are communications by boundary-spanning personnel 
that are intended to change or encourage specific behaviors in current or 
potential customers. General concepts derived from the norms o f reciprocity 
would suggest that promises generally represent specific rewards that can 
expected in return for patronage behavior. Promises have been found to be 
particularly effective in influencing future patronage when the prospective 
customer has had little or no prior experience with organization (Frazier and
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Summers 1984). Thus, the customer becomes dependent on the information 
provided in the promise in order to make their initial evaluations o f the 
organization. Yet. customers that are currently patronizing a service entity will 
also utilize promises as a standard for developing expectations regarding 
ongoing service delivery. Thus, for current customers, the longevity o f the 
relationship will impact their reliance on promises, and their interpretation o f 
those promises.
Promises are communicated through the process o f external marketing. 
Realistic and consistent expectations are established through the function o f 
external marketing, which involves the communication vehicles o f  advertising, 
sales, promotions, pricing, facilities, and the service process (one on one 
interactions) (Bitner 1992, 1995). In addition, traditions ("we have always done 
so'*), reputation, word-of-mouth communications, and ideology (community 
involvement, religion, political involvement, etc.) may also have an effect on a 
given customer’s expectations (Gronroos 1984). Each o f these components 
contribute to the overall image o f the firm, which is influential in the 
development o f the customer’s expectations. In addition, advertising campaigns 
and other traditional marketing activities should not be launched i f  the picture o f  
the firm that is given to the customers does not accurately reflect the current 
capabilities o f  the firm. All traditional marketing activities o f  the firm have an
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impact on the expectations o f the customer, and an advertising campaign which 
gives the impression that the firm will deliver a service at a higher level, will 
result in an increased expected service level. If  the actual service delivery does 
not meet or exceed the level expected, then a gap will emerge between expected 
and promised service resulting in a conflict. This conflict will generally manifest 
itself in the form o f dissatisfaction and the probable dissolution o f the 
relationship. Thus, it is important to develop advertising campaigns that 
communicate realistic information about the service that the organization can 
actually deliver, to include a public relations campaign in the general 
communication strategy of the organization.
Wemerfelt (1996) suggests that efficient marketing communications can 
actually help the customer learn, and with learning the customer can make more 
informed choices and generally contribute to the service delivery process. The 
information provided should be o f a form that is sufficient for learning, yet is 
palatable(understandable) for the customer. For example, when a customer tells 
his banker that he has some money available for investment, there are two 
potential scenarios that can occur. The banker could merely say that he will take 
care o f  it and invest the money. Or does the banker determine what the 
customer’s investment goals are, then explain various choices that may meet the 
customer’s goals, and then help the customer make an appropriate choice. In the
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second scenario, the banker has communicated relevant information to the 
customer, which helps the customer learn and then contribute to the service 
delivery process. This will then contribute to the development o f more realistic 
expectations and a greater level of satisfaction with the service provided.
The overall process o f making promises or providing information to the 
customer is important because they base initial evaluations and judgements on 
this information. Most importantly, this process can enhance long-term 
relationship development because it contributes to creating appropriate and 
realistic expectations.
Conceptual Definition: The development of promises should be based 
on ethical stipulations, norms and moral behavior in order to create realistic and 
consistent promises. Promises can be defined as either overt communications 
about the service, or as service-related cues that are influential in the 
development o f customer expectations. Overt communications represent typical 
marketing messages conveyed through different advertising media, and service- 
related cues which are communicated through more tangible means such as 
facilities, equipment, etc.
H I: Customers with less experience with their primary bank will more
dependent on the promises that bank has made (more services 
offered, higher quality, more competitive, etc.) than those 
customers with more experience. (This will be measured via a 
higher level o f agreement in regards to the types o f  promises the 
bank has made.)
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
45
Expectations
The importance o f understanding expectations for service based 
organizations have been documented in numerous empirical studies (MacGregor 
1981: and Burton and Wright 1980) for some time now. Studies such as these, 
suggested that unrealistic expectations, as well as failure to understand the 
customer’s expectations and preferences may result in customer dissatisfaction in 
the outcome (Ross et al. 1987). This illustrated the importance o f  both 
understanding customer expectations and managing those expectations.
Customer expectations can be succinctly described as pretrial beliefs 
about a product or service (Boulding et al. 1993). These expectations are based 
on information delivery in the form o f promises via external marketing. These 
information sources include prior exposure to the service, word o f  mouth, expert 
opinion, publicity, and communications controlled by the company (e.g., 
advertising, personal selling, and price), as well as prior exposure to competitive 
services (Zeithaml et al. 1991).
Boulding et al. (1993) note that expectations play an important role in 
determining both service quality and satisfaction levels, and research shows that 
multiple standards o f  expectations exist (Churchill and Suprenant 1982; Tse and 
Wilton 1988; and Zeithaml et al. 1993). One standard which is typically found
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in the satisfaction literature defines expectations as a prediction o f future events 
(Swan and Trawick 1980). These authors defined predictive expectations as 
estimates o f anticipated or predicted performance level. In the service quality 
literature, expectations are viewed as normative in nature. The GAPS model 
treats expectations as what the customers feel a service provider should offer 
rather than would offer (Zeithaml et al. 1993; and Parasuraman, Zeithaml. and 
Berry 1988). Boulding et al. (1993) proposed that service customers form 
expectations about what "should" happen in the service encounter. "Should" 
expectations are defined as what "the service customers feel they appropriately 
deserve" (Boulding et al. 1993, pg.9). "Should" expectations also can be viewed 
as normative expectations similar to Tse and Wilton's (1988) "what ought to 
happen" expectations. These expectations are thought to be determined by 
service provider communications (external marketing) about what to expect in 
the service encounter as well as what is viewed as reasonable and possible. Thus, 
these types o f  expectations are influenced by the communications o f  the service 
organization.
It is logical to distinguish this should standard from the ideal, or desired, 
standard frequently utilized in the service quality literature (Zeithaml et al 1993). 
The consumer's ideal expectation (representative o f what they want in an ideal 
sense) may be unrelated to what is reasonable, feasible, and/or what the service
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provider tells the customer to expect (Boulding et al. 1993). Therefore, ideal 
expectations are difficult to manage or influence from the organization's 
perspective, and these ideal expectations might represent desires that can never 
be achieved by the organization. For example, some banking customers would 
ideally like to receive all the bank's services at no charge, and/or take out loans 
with zero percent interest rates. Obviously the bank can not meet these 
expectations, nor would the bank want to meet these expectations and expect to 
remain as a viable business entity. Yet, these same customers will continue 
doing business with the bank even though their "ideal" expectations have not 
been met, and they will also likely be satisfied with the service if  it meets or 
exceeds their "should" expectations (based on what they think is reasonable or 
feasible). Therefore, it is proposed here, that should expectations are more 
manageable, and under the direct influence o f the organization. While ideal 
expectations are rather unrealistic and unmanageable. In conclusion, it is 
therefore necessary to only measure the should expectations since these are the 
only ones directly influenced by the organization.
Finally, expectations are related directly to long-term relationship 
commitment because they influence the development o f  trust, dependence, 
satisfaction, and fixture behavioral intentions in relation to the organization. 
Expectations can provide a comparative standard against which these criteria can
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be assessed, and a degree o f satisfaction is derived from the comparison. For 
customers to become committed to the organization, their expectations regarding 
these criteria have to be met.
Conceptual Definition: Expectations represent what the customer 
believes to be the feasible or reasonable service that s/he should receive from the 
organization, in terms o f the type, level and quality o f that service delivery. The 
development of expectations is dependent on the communications and promises 
o f the organization. Therefore, it is important for the organization to manage this 
process.
H2: Promises made by the organization will significantly influence
customer expectations.
H3: For those customers with less experience with the organization,
promises will have a stronger influence on expectations.
H4: Expectations will be higher for the customers with less experience
because they are more dependent on the promises o f the 
organization.
Enabling Promises
The enabling o f  promises requires that the service system and employees 
have the skills, abilities, tools, and motivation to deliver the promise (Bitner
1995). Many o f the components to enabling promises are derived from 
employees' innate abilities. Yet, most skills are developed through appropriate 
training programs, and functionalized through the allocation o f tools (equipment)
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which most efficiently support their job tasks. To be most effective, these innate 
and learned abilities must be utilized and focused. This can often be 
accomplished through the implementation of a service mission which drives the 
offering and steers the organization. The mission can empower and guide 
employees within the organization, and can provide the belief that employees can 
achieve personal and organizational goals. This can be accomplished through 
empowerment, which can be defined as the practice o f  giving employees 
expanded authority to solve customer problems as they arise (Macneil 1980). To 
effectively utilize the strategy o f empowerment, it must be incorporated in the 
training program. While quality skills training is necessary, it is not sufficient to 
ensure customer satisfaction. Thus, empowerment training will prepare 
employees to recognize and understand customer needs, and develop skills that 
are necessary to solve common customer problems. Empowerment can then 
improve customer service because the employee will be able to display empathy 
and increase their responsiveness to the customer. When problems arise with 
customer relationship, employees should be empowered to make immediate 
decisions and take prompt actions (Amott 1994). The delegation o f  such 
decision making power signals management's understanding that salespeople 
have the ability to solve customer problems and to create solutions that are 
satisfactory to both the customer and the organization (Knause and Strutton
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1996). This overall empowerment process can be accomplished by providing 
appropriate training programs and support equipment, and then by stressing 
employee personal involvement, instituting a state o f mind yielding control, 
awareness, accountability and shared responsibility. Management should also be 
concerned with the employee motivation, which can be directed by modeling 
their behaviors. Specifically, management should promote an attitude that 
represents a love for the business, and empathy towards the customer. 
Management must also promote cooperation and trust among employees to 
facilitate teamwork. Finally, it is important to incorporate an ethical 
environment which encourages integrity, fairness, and consistency (Nayvar 
1990).
Customers often judge an organization based on the inner workings of the 
organization, thus it is important for the organization to understand what the 
perceptions o f  the customer is regarding their ability to enable promises. In a 
series o f studies regarding employee and customer interactions (Bitner et al.
1990, 1994), the authors found that customers could accurately identify over 
89% o f the activities within the organization that contributed to actual service 
delivery, and could evaluate the effectiveness o f  these programs. Although this 
ability to identify these activities was tempered by the level o f or intensity o f  the 
relationship that the customers had with the organization. In other words, the
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customers with more intense relationships (more interactions, more serv ices, 
etc.). were better able to identify these activities and make relevant judgements. 
This is important, because it suggests that customers readily evaluate the 
processes o f service delivery, even if the processes have been traditionally 
thought o f  as occurring "behind closed doors”.
The enabling o f promises is often facilitated through the process of 
internal marketing. Internal marketing uses a marketing perspective for managing 
an organization's human resources (George and Gronroos 1991). It operates as a 
holistic management process to integrate the multiple functions o f the firm in two 
ways: 1) to insure that the employees at all levels understand and experience the 
business and its various activities and campaigns in the context o f an 
environment that supports customer consciousness, and 2) to ensure that all 
employees be prepared and motivated to act in a service oriented manner (George 
1990). Organizational behaviorists tend to agree with this perspective and have 
suggested that a service-oriented culture can be enhanced by treating front-line as 
"partial customers" (Bowen 1986: Bowen and Schneider 1985; and Schneider 
and Brown 1984).
The premiss o f internal marketing is that internal exchanges between the 
organization and its employee groups must be operating effectively before the 
organization can be successful in achieving its goals regarding external markets
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(Bak et al. 1995). Therefore, if management wants its employees to do a great 
job with customers, then it must be prepared to do great job with its employees. 
Bowen and Schneider (1985) make several recommendations in regards to the
unique management characteristics involving the service organization such as: it 
is important to involve the employees in the planning and organizing of service 
activities; and it is important to develop a positive, efficient and supportive work 
environment for the employees because this influences how the customer 
experiences the service. These two important components can be addressed by 
the implementation o f  internal marketing, because the internal market of 
employees is best motivated for service-mindedness, and a customer oriented 
behavior by an active, marketing like approach, where marketing like activities 
are used internally.
In terms o f the process of internal marketing, this involves 
communication o f  company objectives and training for employees which 
develops service skills and knowledge (Bitner 1995). Communication within the 
organization facilitates the collection, dissemination, and utilization o f  relevant 
marketing information. Training, on the other hand, is a continuous learning 
process that stresses multiple approaches and incorporates the teaching of. 
organizational values, practices, and strategies. Training is important because 
employees remain the key to success at the "moments o f  truth" (George 1990)
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when the service provider (customer-contact employee) and the customer meet 
and interact.
O f particular importance, in terms o f  internal marketing, is the 
development o f a service strategy. The primary characteristics o f a service 
strategy are the determination of some level o f service quality', the identification 
o f service attributes, and the organization o f  the strategy (Berry 1995). Berry 
(1995) notes that a service strategy should incorporate reliability, surprise, 
recovery, and fairness. Reliability refers to the dependability and accuracy o f the 
service, which is the most important attribute in terms o f an outcome factor. It is 
the reliability o f the service along with structural design which can increase or 
decrease customer confidence. This should be facilitated by developing an inner- 
directed vision that helps guide the employees to this end, by including the 
following: targeting important employee segments, development o f  a service 
concept designed with needs o f employees in mind, codification o f an operating 
strategy to support the service concept, and design o f a service delivery system to 
support the operating strategy (Hesket 1987). Through the facilitation o f  this 
process, management shows that it is aware that the health o f the enterprise 
depends on the degree to which core groups o f employees subscribe to and share 
a common set o f values and are served by the company's activities (George 
1990). The integrative elements o f  the inner-directed vision (internal marketing)
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include positioning o f a service concept, which it is hoped will lead to low 
turnover, low training costs, and the opportunity to develop shared goals and 
values.
In order for the service strategy to be implemented and the promise 
enabled, it is important to provide the employees with appropriate tools and 
technological innovations (Bitner 1995). This can increase the reliability of the 
service through multiplied knowledge among the employees. In addition, this 
can streamline, customize, or personalize services for the specific consumer, and 
ultimately facilitate better communication with that consumer.
Conceptual Definition: In order to enable promises, an organization must 
provide the employees with training programs, appropriate equipment, and they 
must instil an environment within the organization that motivates and inspires 
the employees. This can be facilitated via the communications within the 
organization, between management and the employees. This involves the 
communication o f company objectives and the application o f training programs 
for employees which develops service skills and knowledge. This environment 
should empower the employee so they have both the ability and authority to help 
the customers with a majority o f their needs. Lastly, it is important to note that 
this will be measured as a perception o f  the customer.
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H5: Customers with more experience with the organization will have a
more positive /higher evaluation of what the organization should 
do to support the employees.
H6: The organization's ability or perceived ability to enable promises
will have a significant influence on the customer's evaluation of 
the organization's ability to keep its promises. Therefore, there will 
be a positive and significant relationship between the act o f 
enabling promises and the act o f  keeping promises.
Keeping Promises
The third component of promises is the most important from the 
customers point o f view, since this is the point o f service delivery upon which 
performance evaluations are made (Bitner 1995). In fact, every time the 
customer interacts with the organization at this stage, promises are either kept or 
broken and the quality of the service is judged. To ensure that promises made to 
customers are met efficiently and profitably, customer service should never be 
anything but second nature. A genuine customer-focused service company will 
have a right-first-time strategy that runs through the entire organization. The 
most critical step in this process is the alignment o f service capabilities with 
employee and marketing promises, meaning that it is crucial to not over-promise 
or under-deliver. In order for a service organization to keep its promises, several 
components must be incorporated into the delivery system. For instance, the 
organization should fully utilize its trained and empowered employees, and 
implement technological innovations. Most importantly, the organization should
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
56
implement the service strategy via the structure, technology, and people that it 
has put in place. This should provide customized or personalized services, 
streamlined services, or augment services where necessary. This type o f 
facilitation will provide a positive environment for the simultaneous production 
and consumption o f the service.
If the promises were developed based on ethical foundations, then those 
promises will act as a binding contract. The obligation to "keep a promise" is a 
classic example o f a duty emanating from principle-based ethical theory. Thus, 
promises made under ethical guidelines dictate that the marketer is morally 
obligated to deliver on those promises whether or not they are legally binding 
(Gundlach and Murphy, 1993).
This concept o f  ethical responsibility contributes to the development o f the long­
term relationship.
Service firms cannot differentiate easily their services on the basis o f mere 
technical quality o f the outcome rendered to the customers. Instead, how the 
organization manages the buyer-seller interactions, i.e., the quality o f service 
production and delivery process, is much more important to success in the 
marketplace (Gronroos 1984). The management o f  the buyer-seller interaction 
has been described as the interactive marketing function (Gronroos 1978) o f 
service firms, and can be utilized as a complement to the traditional marketing
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function. The process o f interactive marketing as described by Gronroos (1990), 
is comprised o f service recovery, performance measurement, evaluation o f  
feedback, and rewards for excellent relationship marketing. The evaluation o f 
feedback is an important part of this process because it must be both encouraged 
and interpreted. The evaluation o f  feedback enables an organization to develop 
an attitude o f continuous improvements. Specifically, they must track how 
promises are kept through the measurement o f  performance, and relate this 
information to how future promises are made to ensure that they are realistic and 
obtainable (Bitner 1995). This overall process contributes to the level o f  quality 
in which the service is delivered.
The employees must take responsibility for their actions, and provide an 
environment in which they are approachable, listen to the customer, and seek 
feedback from customers. It is also necessary to incorporate the customer in the 
feedback process through customer education and market research. By educating 
and researching, the customer lines o f communication are opened leading to an 
understanding between the service organization and the customer. The results of 
this feedback provide the basis for future promises that will be made by the 
organization, thus beginning the process anew. This is an important component 
because new promises can be developed and adjusted based on this process.
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The act o f keeping promises is a multidimensional construct, that is 
primarily derived from evaluations o f customer contact employees and the 
service delivery performance.
Customer Contact Employees are important because the value o f persons 
delivering services increases due to the lack of concreteness of many service 
orientations. A service encounter occurs whenever the customer interacts 
directly with any contact person, and is often the only contact the customer will 
have with the organization both before and after the purchase (the customer- 
contact employee is essentially the company). In these typical conditions, the 
customer-contact employee controls the level o f service quality delivered 
(Crosby et al. 1990).
The service firm is very dependent on a successful interaction between the 
service employee and the customer, because the employees attitudes and 
behaviors have a strong influence on the customer’s perception o f the service 
firm (Hartline and Ferrel 1996; and Bowen and Schneider 1985). Thus, it is in 
the firms best in interest to manage these behaviors and attitudes in order to 
avoid negative interactions that contribute to poor evaluations o f  the service 
firm. In fact, Hartline and Ferrel (1996) have stated that "service firms must find 
ways to effectively manage their 'customer-contact employees’ to help insure 
that their attitudes and behaviors are conducive to the delivery o f  quality
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service". There has been previous research which has examined the relationship 
between contact employees' attitudes and behavior and its effect on the 
customers' perception o f  the service encounter ( Bitner et al. 1994; Bitner et al.
1990). In addition, other research has investigated the interaction between 
management and the employee, in terms o f the implementation techniques/tools 
that can be utilized to train and empower those employees (Ahmed and 
Parasuraman 1994; Hartline and Ferrel 1993; Bowen and Lawler 1992: and 
George 1990). An analysis o f these studies suggests that managers can train, 
empower, and facilitate the ability o f customer contact employees to respond to 
customer needs and wants in a manner that will enhance service quality, and that 
the response o f  the customer-contact employee to the customers’ needs and 
wants will significantly influence the customers’ perception o f service quality 
and the service encounter (Hartline and Ferrel 1996). Thus, it is important to 
develop customer-contact employees through a  comprehensive internal 
marketing program, because it will tend to lead to a positive service encounter 
and enhancement o f  the relationship between the customer and the service 
provider. In fact, George and Gronroos (1991) have stated that systematic 
internal marketing is a mechanism for developing and maintaining these 
customer-contact employees as service minded and customer-conscious 
employees.
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Therefore, customer contact employees through out the organization 
should have the skills and abilities to represent the organization in a positive 
manner during a service interaction, thus contributing to long-term relationships 
(Gronroos 1995). These service personnel are often the only contact that the 
customer has with the organization, thus they represent the organization in every 
aspect, to include communicating everything good and bad about the 
organization. The ability of the customer-contact employee to deliver 
satisfactory service is often dependent on the support they get from other 
employees and functions within the firm. There are often a large number of 
support persons who do not come into contact with customers themselves but 
who. directly influence the quality of the service ultimately provided to 
customers. These support personal often act as the enabling agents that help 
prepare the customer-contact employee to deliver the service. Therefore, the 
support personnel should perform marketing-like activities for the customer- 
contact employees in order to assist the contact employees in servicing the firm’s 
ultimate customer.
Finally, it is important for internal marketing to instill an overall attitude 
in the employee which is beneficial to both the organization and the customer. It 
is important for the customer-contact employee to have a commitment to the 
organization in terms o f  loyalty, and a  commitment to the satisfaction o f  the
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customer. It is also necessary to maintain a motivation to keep that commitment, 
and a creativity to achieve it.
Service Delivery Evaluation is a customer evaluation of service quality', 
and has been defined as a form o f attitude that results from a comparison of 
consumer expectations with perceptions o f service provider performance (Cronin 
and Taylor 1992). The perceived quality o f a given service will be the outcome 
o f  an evaluation process, where the consumer compares his expectations with the 
service he has received. Thus, the customer will compare the perceived service 
with the expected service, which will yield an evaluation of the service delivery 
often called the perceived quality o f the service (Gronroos 1984).
Yet. service performance evaluations are somewhat different from 
evaluations o f  quality, and are based on two sets o f evaluative criteria in terms of 
the instrumental performance and the functional performance o f the service 
delivery (Gronroos 1984). The instrumental performance o f a service can be 
described as the technical performance result o f  the service delivery process. The 
output performance or instrumental performance is the result o f keeping 
promises which should in turn determine the level o f  satisfaction with service 
performance (Gronroos 1995). The quality o f  output also serves as an indication 
o f  the reliability o f the service process, and the service guarantee that can be 
expected. For instance, when an airline transports a  passenger from one place to
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another, a doctor provides a remedy, and a bank issues a loan to a customer all 
illustrate some aspect o f instrumental performance, because these services have 
been delivered. The question remains as to how well did they deliver in terms of 
the interaction with customer. In other words, was it a good, hassle free flight 
with friendly flight attendants, did the doctor see the patient in a timely fashion, 
and did the bank process the loan application in a timely and unintrusive manner. 
These types o f evaluations can give an indication o f functional performance, 
which is related to the "psychological” level o f performance. As noted, the 
functional performance is related to the buyer-seller interactions, i.e. to the 
contacts the customer has with various resources, personnel and activities o f the 
service firm, during the service production process (Gronroos 1984). Satisfactory 
instrumental performance is a pre-requisite for customer satisfaction, but that is 
not enough. I f  the functional performance of the delivery is not considered 
satisfactory, the consumer will still feel unsatisfied, irrespective o f the degree of 
satisfaction caused by the instrumental performance. Thus, it is important for the 
service organization to not only deliver the service, but to also manage the 
delivery process in a manner which facilitates optimum customer interaction.
It seems evident that the consumer is not only interested in what he 
receives as an outcome o f  the service delivery process, but in the process itself. 
The evaluations o f  service performance are dependent on not only what the
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customer gets, but how he gets it. Thus, there are two distinct components of 
service performance, that contribute to an overall evaluation o f the service 
delivery. Obviously, the functional performance dimension can not be evaluated 
as objectively as the instrumental dimension, due to its subjective nature. Yet. 
the subjective evaluation will contribute to the overall perception o f service 
performance because the customer evaluates a bundle o f service dimensions, 
some o f which are technical, and some o f which are functional in nature. If  this 
overall evaluation o f service performance meets or exceeds expectations, then 
the customer will be satisfied with the organization and it is likely that the 
customer will extend the relationship to other transactions.
Other authors have shown that there are multiple dimensions that make up 
an evaluation o f the service or relationship quality. Previous research has 
identified several determinants o f relationship quality such as: (1) seller's 
expertise (Crosby et al. 1990; and Lagace et al. 1991), (2) seller’s ethical 
orientation (Lagace et al. 1991), (3) customer orientation (Saxe and Weitz 1982). 
(4) relationship duration (Lagace et al. 1991), (5) trust (Crosby et al. 1990; and 
Lagace et al. 1991), (6) Satisfaction (Crosby et al. 1990; and Lagace et al.
1991), and (7) selling orientation (Saxe and Weitz 1982). From the consumer's 
perspective, their future behavioral intentions are generally based on the quality 
o f  the relationship. It is proposed that each o f these dimensions are a  component
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o f the overall service delivery evaluation, and will provide an indication of 
future behavioral intentions.
It is also important to investigate the process within the organization that 
either impede or facilitate the delivery o f quality service. In one study utilizing 
critical incident reports. Bitner et al. (1990) found that there were three major 
groups o f employee behaviors that account for all satisfactory and dis­
satisfactory' incidents:
1. Employee response to service delivery system failures,
2. Employee response to customer needs and requests, and
3. Unprompted and unsolicited employee actions
In a subsequent study, Bitner et al (1994) measured the service encounter from 
the employees point o f view and found that a fourth group of behaviors could be 
found, and that these behaviors were not under the control of the individual 
employee nor the organization. This group could be categorized as having 
uncooperative behavior on the customers' part, and this behavior could be 
described as drunkenness, verbal and physical abuse, blatantly breaking 
company policies, or generally unreasonable behavior. A  common denominator 
across both studies (Bitner et al 1994, and Bitner et al 1990) suggests that both 
the customers and employees tended blame others in the event o f  a poor service 
interaction. Such that the customer tended to blame the organization and/or the 
employee if  they were dissatisfied, and the employee tended to blame the
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organization and/or the customer if the customer was dissatisfied. In satisfying 
situations, both customers and employees agreed that it was a result o f  the 
employee's ability to adjust the system to accommodate the customers needs and 
requests (Bitner et al. 1994). This points to the importance o f having employees 
that are empowered by the organization and share in the responsibility of 
satisfying the customer. While it is also important to get the customer involved in 
the service delivery process so that they contribute positively to the interactions. 
This can be accomplished through the development o f a relationship with the 
customer, that results in commitment, trust and participation on the part o f the 
customer. The result will provide more satisfying experiences tor the customer 
because the service employee will be more adaptive to specific situations, and 
the customer will communicate their expectations and guide the customer service 
employee towards satisfactory' service delivery in their particular situation, yet 
remain within the boundaries o f  company policies and limitations.
Conceptual Definition: The act o f keeping promises represents what the 
organization is actually doing, or the service that they are delivering. This 
incorporates the development o f  customer contact employees and service 
delivery performance. Customer-contact employees can be described as being 
empowered and motivated by the organization, thus yielding a person who has 
love for the business and empathy towards the customer. They have the ability
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and the authority to respond to customer requests, and solve or prevent problems 
as they occur. Service delivery performance can be described as an evaluation o f 
instrumental and functional performance, which is influenced by the customer’s 
expectations o f what the service performance should be. It is important to note 
that quality service delivery is a necessary, but insufficient, condition for 
relationship development (Crosby et al. 1990). Successful exchange episodes can 
eventually lead to an enduring service based relationship, but this relationship is 
also dependent upon realistic expectation o f the customer, and properly trained, 
empowered customer-contact employees. The act o f keeping promises should 
meet the promises that the organization made and meet the expectations that the 
customer developed. From the customer’s point of view, they evaluate this 
component based on whether the organization delivered this service component 
and at what level. This process involves a communication process with the 
customer that is comprised of performance measurement, evaluation o f feedback, 
rewards for excellent interactions, or solutions necessary for service recovery.
H7: Customers with more experience with the organization will rate the
organization’s service offerings (evaluation o f  keeping promises) 
more negatively than those customers with less experience.
H8: Customer expectations will positively and significantly influence
customer evaluation’s o f  the organization’s ability to keep 
promises.
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H9: The strength o f  the relationship between expectations and keeping
promises will be weaker for those customers with more experience 
with the organization.
H13: The strength o f the relationship between enabling promises and 
keeping promises will be stronger for those customers with more 
experience with the organization.
Long-term Relationship Commitment
The evaluation o f service quality can result in two immediate behavioral 
intentions, which can be characterized as favorable or unfavorable (Zeithaml et 
al. 1996). When a customer has had a good interaction with the service firm, they 
tend to praise the firm, express preference for the company over others, increase 
the volume o f their purchases, or agreeably pay price premiums. This is an 
indication that the customers expectations have been meet through the service 
delivery. Yet, customers whose perceptions of service performance as being 
inferior or unfavorable are likely to exhibit behaviors signaling that they are 
poised to leave the company or spend less with the company. These behaviors 
include complaining, which is viewed by many researchers as a combination o f 
negative responses that stem from dissatisfaction and predict or accompany 
defection (Scaglione 1988, and Richins 1983).
Empirical research shows that there is positive and significant relationship 
between customers’ perceptions o f  service quality and their willingness to 
recommend the company (Parasuraman et al. 1991, 1988). Bouldingetal (1993)
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find a positive correlation between service quality and a two-item measure o f 
repurchase intentions and willingness to recommend. This is an indication that 
there is a relationship between satisfactory interactions and future behavioral 
intentions and commitments on the part o f the customer.
As the customer interacts with the organization over numerous exchanges, 
they become familiar with the delivery process. The expectation o f continuing 
exchange and future interactions between the two parties has a positive effect on 
their behavior. Transacting with individuals or organizations o f known identity 
and reputation generates trust and discourages malfeasance and avoids sole 
reliance on generalized morality rules or institutional arrangements to guard 
against broken promises (Easton and Araujo 1994). In addition, customers 
become invested in the relationship and become concerned with adaptations o f 
product and production processes, delivery procedures, quality systems, social 
codes and, perhaps most important o f all, trust creation and maintenance 
activities.
Trust is defined as a  willingness to rely on an exchange partner in whom 
one has confidence (Moorman et al. 1992). The notion o f  trust is relevant only in 
circumstances where it is beyond our capability to achieve a full knowledge o f 
others, their motives and their responses to scenarios of change, whether 
anticipated or not (Gambetta 1988). Trust is also related to the notion that others
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have a degree o f freedom to disappoint our expectations and we must also enjoy a 
degree o f freedom in deciding whether to remain or exit a particular relationship. 
Trust is an important component in relationship marketing in that it requires the 
service marketer to understand customer expectations for cooperation and 
planning. Prerequisites to trust are certain beliefs and behavioral intentions.
Trust represents the customer's confidence in the organization's reliability and 
integrity (Morgan and Hunt 1994). Trust may also involve the components o f 
credibility and benevolence o f the organization. Trust ultimately reduces the 
customer's perceived uncertainty, and their perceived vulnerability in the 
exchange process (Moorman et al. 1992 and Ganesan 1994).
The notion o f trust, as Sako (1991) points out, remains a composite one, 
mixing a perspective which sees "trust" as a capital asset in which people invest 
or divest for self-interest, with a view o f trust as a social norm and as an opening 
gambit in social relationships. The key point to be made is that stability and the 
prospect o f a continuing relationship offers the background to foster the 
necessary trust when parties engage in relationships, where foresight to anticipate 
future contingencies is low and where the sunk, non-transferable investments in 
joint activities is high. Services markets offer countless examples where trust is 
vital in relationships where it would be unthinkable for each o f the parties to
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commit resources only on the basis o f tight contractual frameworks, aiming to 
cover and anticipate all possible contingencies.
The development of trust can lead to stronger customer loyalty through 
the creation o f value for the customer that results from the relational exchange. 
Customers become committed to the relationship because their wants and needs 
are satisfied (Houston and Gassenheimer 1987), and even become dependent on 
that relationship. Morgan and Hunt (1994) define relationship commitment as a 
belief that the ongoing relationship between the organization and the customer is 
so important as to warrant maximum effort to maintain it.
The development o f long-term relationships can also help to mitigate 
short-term self-interest, since parties are seeking equity over a longer-term time 
frame in order to sustain viability (Davis 1995; and Webster 1992). Relational 
exchanges are negotiated based on mutual dependence and not solely by market 
factors (Webster 1992). In discrete transactions both parties try to maximize 
their outcomes for that particular exchange, but in relational exchanges parties 
give and take. In fact, they prefer the stability o f preserving their interests in the 
long-run to the opportunities and dangers entering into numerous discrete 
exchanges. This can then lead to the development o f  dependence between the 
customer and the organization, and is especially important in mitigating self- 
interest.
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Emerson (1962) describes dependence as being the product o f two 
variables, motivation investment and availability o f alternatives. Dependence 
has also been described as a function o f the exchange parties' respective control 
over resources valued by the other, that aren't readily available (Davis 1995: and 
Anderson 1982). Dependency is the extent to which each party's 
reward/motivation is reliant upon the reward/motivation received by the other 
party, and the degree to which the reward/motivation exceeds what would be 
available outside the relationship (Emerson 1962). In relational exchange, 
dependence is a mutually occurring event and has been characterized as managed 
dependence or interdependence (Dwyer et al. 1987). To exist, organizations 
must interact with other parties and long-term interests may obviate damage that 
could result from unequitable discrete transactions. The balance in the 
relationship results from the proportionate increase or decrease o f dependency as 
the value o f resources obtained rises and falls (Frazier 1983). In summary, 
dependence as examined by Ganesan (1994), can be defined as a need to develop 
a relationship in order to achieve desired goals from the perspective o f both 
parties (or several parties) engaged in the relationship. A high and pervasive 
degree o f  dependence usually occurs when outcomes from the relationship are 
important and highly valued, and when a particular relationship is the best
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possible coalition in light o f alternatives (Heide and John 1988: and Ganesan
1994).
A primary indication that the relationship will be continued is derived 
from an evaluation of the service delivery process (Spreng et al. 1996). A 
positive evaluation will contribute to relationship longevity and relationship 
commitment from the customer’s perspective. It is also important to realize that 
the customer’s long-term relationship commitment will be significantly 
influenced and/or enhanced through their expectations and evaluations of the 
customer contact employees.
Conceptual Definition: Long-term relationship commitment represents 
the culmination o f  trust, dependence, satisfaction, and future behavioral 
intentions in relation to the organization, from the point o f  view o f  the customer.
H10: Customer expectations will be directly, positively, and significantly 
related to the development o f long-term relationship commitment.
H l l : The strength o f the relationship between expectations and long­
term relationship commitment will be weaker for those customers 
with more experience with the organization.
H12: The act o f  keeping promises will be positively and significantly 
related to the development o f  long-term relationship commitment.
Summary
The long or indefinite time horizon o f service delivery and the potential 
for inconsistent performance o f customer-contact employees in delivering quality
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service, and meeting expectations contribute to a high level o f uncertainty in 
relational contexts. The costumer's best assurance o f fiiture performance is a 
continuous history o f personalized, error-free interactions which meet or exceed 
their expectations. As suggested by role theory, satisfaction in a relationship is 
centered around the roles assumed and performed by the individual parties. The 
dynamic often complex, role performed by customer-contact employees in long­
term relational contexts increases the importance o f the customer's perception 
and evaluation o f  the salesperson's efforts to manage the multifaceted 
relationship overtime. Relationship satisfaction can be thought o f as an 
emotional state that occurs in response to an evaluation o f these interaction 
experiences, which can be an indicator o f the overall health or success o f the 
relationship development process.
In final summary, the following hypotheses reiterate the relationships that 
will be tested and analyzed in the following chapters, to ascertain which 
components effectively contribute to the relationship development process. The 
hypotheses are broken up into two separate groups for future analysis. The first 
group will be comprised o f the hypotheses H2, H6, H8, H10, & H12 because 
they focus primarily on path relationships (referred to as primary hypotheses).
The second group will be comprised o f  hypotheses H I, H3, H4, H5, H7, H9, &
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HI 1 into another group because the level o f the construct and/or the paths were
moderated due to experience level (referred to as moderated hypotheses).
Prim ary Hypotheses
H2: Promises made by the organization will significantly influence customer
expectations.
H6: The organization's ability or perceived ability to enable promises will
have a significant influence on the customer’s evaluation o f  the 
organization’s ability to keep its promises. Therefore, there will be a 
positive and significant relationship between the act o f enabling promises 
and the act o f keeping promises.
H8: Customer expectations will positively and significantly influence
customer evaluation’s o f the organization’s ability to keep promises.
H10: Customer expectations will be directly, positively, and significantly 
related to the development o f long-term relationship commitment. *
H12: The act o f keeping promises will be positively and significantly related to 
the development o f long-term relationship commitment.
M oderated Hypotheses
H I: Customers with less experience with their primary bank will be more
dependent on the promises that bank has made (more services offered, 
higher quality, more competitive, etc.) than those easterners with more 
experience. (This will be measured via a higher level o f  agreement in 
regards to the types o f  promises the bank has made.)
H3: For those customers with less experience with the organization, promises
will have a stronger influence on expectations.
H4: Expectations will be higher for the customers with less experience
because they are more dependent on the promises o f the organization.
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H5: Customers with more experience with the organization will have a more
positive /higher evaluation o f what the organization should do to support 
the employees.
H7: Customers with more experience with the organization will rate the
organization's service offerings (evaluation of keeping promises) more 
negatively than those customers with less experience.
H9: The strength o f the relationship between expectations and keeping
promises will be weaker for those customers with more experience with 
the organization.
H l l :  The strength of the relationship between expectations and long-term 
relationship commitment will be weaker for those customers with more 
experience with the organization.
H13: The strength of the relationship between enabling promises and keeping 
promises will be stronger for those customers with more experience with 
the organization.
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CHAPTER 4 
RESEARCH METHOD
Introduction
Chapter 4 reviews the research method for this dissertation research. 
Included in this review is a discussion o f  the use o f focus groups, the research 
design, sample, and context o f  the study. In addition, the criteria used for testing 
the measurement model, and the proposed criteria for testing the structural model 
are over viewed. Finally, there is a brief summary o f the studies conducted to 
date which relate to this dissertation research.
Focus Groups
Focus groups can be useful at virtually any point in a research program, 
but they are particularly useful for exploratory research where rather little is 
known about the phenomena o f  interest. As a result, focus groups tend to be used 
very early in a research project and are often followed by other types o f research 
that provide more quantifiable data from larger groups o f respondents (Stewart 
and Shamdasni 1990). Focus groups have also proven useful following the 
analysis o f  a large scale, quantitative survey (Calder 1977). In this latter use, the 
focus group facilitates interpretation o f  quantitative results and adds depth to the 
responses obtained in the more structured survey. Not only can this assist in the
76
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interpretation o f quantitative results, but it also assists in the refinement and 
development o f future surveys. Generally, a variety o f research lend themselves 
to the use o f focus group interviews. Bellenger, Bernhardt, and Goldstucker 
(1976) and Higgenbotham and Cox (1979) provide detailed discussions and 
examples o f the use o f focus groups, particularly in the context o f  marketing 
applications. The following are a list o f the more common uses o f focus groups:
1. Obtaining general background information about a topic o f interest:
2. Generating research hypotheses that can be submitted to further 
research and testing using more quantitative approaches;
3. Stimulating new ideas and creative concepts;
4. Learning how respondents talk about phenomena o f  interest. This 
in turn, may facilitate the design o f  questionnaires, survey 
instruments, or other research tools that might be employed in 
quantitative research; and
5. Interpretation o f  previously obtained quantitative results (Stewart 
and Shamdasani 1990).
Focus groups are used widely because they provide useful information and 
offer the researcher a number o f advantages.
1. Focus groups allow the researcher to interact directly with the 
respondents. This provides opportunity for the clarification o f 
responses, for follow-up questions, and for the probing o f  
responses. Respondents can qualify responses or give contingent 
answers to questions. In addition it is possible for the researcher to 
observe non-verbal responses such as gestures, smiles, frowns, etc., 
which may provide information that supplements the verbal 
responses.
2. The open response format o f  a  focus group provides an opportunity 
to obtain large and rich amounts o f data in the respondent's own 
words. The researcher can obtain deeper levels o f  meaning, make 
important connections, and identify subtle nuances in expression.
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3. Focus groups allow respondents to react to and build on the 
responses o f other group members. This synergetic effect o f the 
group setting may result in the production o f  data or ideas that 
might not have been uncovered in individual interviews.
4. The results o f a focus group are easy to understand. Researchers 
and decision makers can readily understand the verbal responses of 
most respondents. This is not always the case with more 
sophisticated survey research that employs complex statistical 
analysis.
Thus, it best to use focus groups in these contexts.
Although focus groups are valuable research tools and offer a number o f 
advantages, they are not a panacea for all research needs and they do have their 
limitations.
1. The small numbers o f respondents that participate even in several
different focus groups and the convenient nature o f  most focus 
group recruiting practices significantly limits its generalizability to 
larger populations.
2. The interactions of respondents with one another and the researcher
has two undesirable effects. First, the responses from members o f 
the group are not independent o f  one another, which restricts the 
generalizability o f the results. Second, the results obtained in focus 
group may be biased by a very dominant or opinionated member.
3. The open ended nature o f  responses obtained in focus groups often
makes summarization and interpretation o f  results difficult.
4. The moderator may bias results by knowingly or unknowingly 
providing cues about what type o f responses and answers are 
desirable.
Therefore it is necessary to control for and work around these limitations.
In this study, focus groups were used in two contexts, before and after the 
design and implementation o f the questionnaire. In the design phase, the focus
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group was utilized because little was known about the phenomena o f interest, and 
this helped in the conceptualization o f the constructs and the development o f 
individual items. In the post-implementation stage, the focus groups were used to 
facilitate the interpretation o f quantitative results and ad depth to the responses 
obtained in the more structured survey, it also assisted in the refinement and 
development o f future surveys. Finally, various precautions were taken in order 
to reduce the negative effects associated with focus groups.
General Analysis Technique for the Focus Groups: The analysis and 
interpretation o f focus group data require a great deal o f judgement and care, just 
as any other scientific approach. A great deal o f the skepticism about the value 
o f focus groups probably arises from the perception that focus group data are 
subjective and difficult to interpret. The analysis and interpretation o f focus 
group data, however, can be as rigorous as that generated by any other method. It 
can be quantified and submitted to sophisticated mathematical analysis, though 
the purpose o f  focus group interviews seldom requires this type o f  analysis. 
Indeed, there is no one best or correct approach to the analysis o f focus group 
data. As with other types o f data, the nature o f the analyses o f focus groups 
interview data should be determined by the research questions and the purposes 
for which the data are collected. The most common purpose o f  a focus group 
interview is for an in-depth exploration o f  a  topic about which little is known. For
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such an exploratory research a simple descriptive narrative is quite appropriate 
(Stewart and Shamdasani 1990).
Research Design
The primary research design selected for this research is a cross-sectional 
design with random sampling, and it has been chosen for several reasons. First, 
surveys enable the researcher to gather more information while also reducing the 
time required for data collection. The nature o f this research and the size of the 
conceptual model require a vast amount o f information for testing. For example, 
in order to test a structural model in LISREL 8, the sample size should be at least 
200 (Hair et al. 1995). In addition, a trained administrator does not necessarily 
have to be present for self-administered surveys. Third, given that an objective 
of the research is to obtain data from banking customers, a survey provided a 
viable alternative in that surveys enable customers to respond at a time which is 
convenient to them.
The Sample: The proposed unit o f  analysis for testing the dissertation 
model is composed o f non-commercial banking customers. This group will 
provide the largest population from which to draw a sample, and the non­
commercial customers will provide more variability in terms o f their opinions.
Pretest Sample: The sampling population was comprised o f  a random 
sample o f  banking customers. From the population o f 3500, a  random sample o f
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1500 customers were chosen. From this random sample. 220 questionnaires 
(15%) were returned.
Details o f the data collection procedures and the sample descriptives are 
discussed in Chapter 5.
Final Sample: The sampling procedure for the final sample is based on a 
committed population size o f 9000 customers. From this population. 3500 
customers were randomly sampled. Based on the pre-test, it was expected that 
approximately 15% o f the sample group would return the questionnaire, yielding 
a sample size o f approximately 450. In addition, 250 o f the non-respondents 
were contacted via a follow-up questionnaire (52 participated) in order to 
determine if  there was any bias due to respondents participation.
Plan of Analysis for Measurement Model
Several criteria must be met by the data in order to ensure adequate 
measurement. The most vital o f  these criteria include multivariate normality, 
internal consistency and dimensionality, and validity. The standards for these 
criteria are outlined in the following section. This section will correspond to a 
plan o f  analysis for the pretest and the final data. The pre-liminary results o f 
these analyses are detailed in Chapter 5.
Multivariate Normality: Multivariate normality exists when each 
variable individually and in combination with other variables has a normal data
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distribution. Multivariate normality is tested by a graphical examination o f the 
data distribution and statistical tests (skewness, kurtosis . and Shapiro-Wilke's, 
and Mardia tests). Departures from normality are especially important in 
structural equation modeling; therefore, tests for departures from normality were 
conducted to assure the data's appropriateness for further analyses.
Internal Consistency and Dimensionality: Internal consistency of 
measures refers to the degree to which multiple items represent a single 
underlying construct. It includes the degree o f interrelatedness and stability o f 
the structure o f the measurement items. Internal consistency o f measures is 
assessed by three primary' ways: exploratory factor analysis, reliability, and 
confirmatory factor analysis. Each o f  these is discussed in the following 
paragraphs.
Exploratory factor analysis was used to examine the underlying structure 
or dimensionality o f measures (Zaichkowsky 1985; Bearden et al 1989).
Principal components factor analysis with a varimax rotation was used in all 
cases where there were assumed to be two or more dimensions. When evaluating 
factor analysis, the number o f  factors extracted, the percentage o f  variance 
extracted, the structure o f the variables, and the loadings o f the variables were 
examined. The number o f  factors should equal the number o f  theoretically 
expected dimensions, and the variables should exhibit simple structure on their
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respective factors (Netemeyer et al 1995). In addition, each variable should load 
on its appropriate factor at a minimum o f .50 and should have minimal cross 
loadings (Hair et al 1995). Finally, the total variance extracted by the factors 
should be greater than .50 (Netemeyer et al 1995).
Reliability is often used as a proxy for internal consistency, although 
reliability actually represents intercorrelation o f  items, a necessary but not 
sufficient condition for internal consistency. Reliability was measured by 
coefficient alpha, which was calculated based on the average intercorrelation of 
items and the total number o f items. Average coefficient alpha in marketing 
research is .77 (Peterson 1994), with the minimal level being .6 for exploratory 
research (Nunally 1978). Other measures o f internal consistency were inter-item 
correlations and item-to-total correlations. Inter-item correlations should be 
greater than .30 and item-to-total correlations should not fall below .50 (Bearden 
e ta l 1989).
Confirmatory factor analysis was also used assess dimensionality among 
the constructs and to infer internal consistency o f multiple item measures. In 
confirmatory analyses, several measures were assessed, including overall fit o f  
the model, individual item loadings and reliabilities, composite reliability, and 
variance extracted o f each construct. Overall fit o f  the model was assessed by 
evaluating the fit statistics. A  number o f  fit indices abound in structural equation
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modeling. Bollen (1990) states that there is no definitive measure of fit: thus, one 
should employ a number o f fit indices.
Fit indices which were assessed were o f two kinds: absolute and relative. 
Absolute fit statistics included the goodness o f fit index (GFl), adjusted goodness 
o f fit index (AGFl), and root mean squared residual (RMSR). These were 
measured by the chi-square value. A non-significant chi-square value, meaning 
that the differences between the observed and input correlation or covariance 
matrices were due only to sampling variations in maximum likelihood estimation 
(MLE), was desirable. Acceptable levels o f GFI and AGFI range from .9 and 
above (Bentler and Bonnett 1980); however, specific arguments can be made for 
less values. Relative fit indices assessed the comparative fit o f the proposed 
model to another model, usually the null model. The traditional null model 
consists o f all indicators on the same construct, inflating the chi-square value and 
accounting for all o f the variance in the indicators. Comparative fit indices 
included the normal fit index (NFI), the Tucker-Lewis index (TLI) and the 
comparative fit index (CFI), all o f  which were considered to offset the effects o f 
sample size (Bentler and Bonnett 1980; Bentler 1990; Bollen L990). Fit indices 
above .9 were desirable (Bentler and Bonnett 1980).
Each individual item was evaluated for its loading on its construct and for 
its individual reliability. Lambda loadings should be at least .6 (Netemeyer et al
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1995). T-values for the non-standardized loadings were provided to assess the 
statistical significance o f the estimate. Individual reliabilities o f each item 
(standardized loadings squared) should exceed .7 (Netemeyer et al 1995).
Finally, confirmatory output was used to calculate composite reliability and 
variance extracted estimates. Composite reliability should be greater than .70 
and the variance extracted should be greater than .50 (Gerbing and Anderson 
1988; Fomell and Larcker 1981).
Validity: Validity refers to the degree to which a measure represents what 
it is supposed to measure (Churchill 1979). Validity may be segregated into 
several types. Those tested herein were face validity and discriminant validity. 
Face validity was the degree to which the measures look as if  they should 
represent the construct they are proposed to measure (Churchill 1979). 
Discriminant validity was the similarity between two different constructs. It was 
assessed by two approaches. First, discriminant validity was assessed by 
examining the confidence intervals around the phi (d>) estimates. The phi (<3>) 
estimate is the correlation between constructs in a measurement model. The 
formula for a 95% confidence interval is the standard error multiplied by 1.96, 
added to and subtracted from the phi (<$) estimate to calculate upper and lower 
boundaries. Constructs were considered discriminant i f  the confidence interval
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did not contain the value o f  " I" (Bagozzi and Phillips 1982; Anderson and 
Gerbing 1988).
Second, discriminant validity between two constructs was assessed by 
comparing the variance extracted estimates for each construct to the phi estimate 
squared (<£-). Discriminant validity was assumed if  the average variance 
extracted between two constructs was greater than the phi-squared estimate (<£: ) 
o f the two constructs (Netemeyer et al 1995). This test was completed on all 
construct pairs.
Plan of Analysis for Structural Model
The structural model will be evaluated by two categories o f criteria: 
overall model fit and structural model fit. The standards for each o f these 
categories are discussed in the following sections. In addition the following 
discussion includes a summary o f the criteria which will be used to respecify the 
model.
Overall Fit: As previously discussed in the measurement model section, 
fit indices proposed for the structural model are o f two kinds: absolute and 
relative. The criteria are the same as for the measurement model.
Structural Fit: Structural model fit is assessed by the statistical 
significance o f  each structural coefficient (Hair et al 1995). Significance is 
determined by comparing the t-vaiue o f  the path estimate to a t-value o f 1.65.
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Estimated values greater than 1.65 are considered significant at p<.05 (one-tail 
test). Structural model fit is also assessed by examining the R2. The R2 
represented the degree o f explained variance which was associated with each 
dependence relationship.
Desirable levels o f R2 vary given the relationship o f  interest.
Re-specification: Once the structural model is estimated and evaluated, it 
will generally be necessary to respecify the model in order to obtain a better 
fitting model. The respecified models are considered competing models, with the 
effects o f  adding or deleting paths being tested by making model comparisons 
(Bentler and Bonnet 1980). The difference in chi-square values for two 
competing models can be used to determine statistical significance o f re- 
specification (Bentler and Bonett 1980).
Criteria which will guide the re-specification o f  the model include 
modification indices and standardized residuals ( Hair et al 1995). Modification 
indices are calculated for each parameter which is not estimated in the model. 
Each index reflects the reduction in overall model chi-square which could be 
expected if  the given path were to be added to the model. Values above 3.84 
were significant (p<.05).
Residuals represent prediction error, or areas in the predicted correlation 
matrix does not equal the correlation matrix o f  the data. For this reason, residuals
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will be used as a diagnostic tool in re-specification (Costner and Schoenberg 
1979). Residuals are reported as predication error for each pair o f indicators and 
can be the result of cross loadings, method variance, miss specification, absence 
o f an effect, or encoding error. Standardized residuals of greater than 2.58 are 
statistically significant ( p<.05). It is assumed that due to random error about 5% 
o f the residuals will exceed 2.58.
A final note is important about model re-specification. Model re­
specification should never be made based on strictly empirical criteria. For this 
reason, all re-specifications should be conceptually supportable. Otherwise, the 
model is derived a-theoretically.
Plan of Analysis for Moderation
In order to determine whether there are any significant differences in mean 
levels or construct relationships, an ANOVA will be utilized. The treatment or 
moderating variable is the level o f experience that customers have with their 
primary bank (as defined in Chapter 3). It is proposed that the mean levels and 
relationship characteristics will change due to experience level. The primary test 
which indicates statistical significance (difference between means) is the t test. 
The t  test assesses the statistical difference between two independent sample 
means. The t  statistic is the ratio o f  the difference between the sample means 
- Ai-J to its standard error. The standard error is an estimate o f  the difference
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between means to be expected because o f sampling error, rather than real 
differences between means. Absolute values o f  the t statistic that exceed the 
critical value o f  the t statistic (fcm) lead to the rejection o f the null hypothesis, 
which would suggest that there is no mean difference due to the influence of the 
moderating variable (Hair et al. 1996).
In order to determine whether there was a significant difference between 
path coefficients, it will be necessary to run a test to assess the significance of the 
difference between independent path coefficients. There is a process described as 
a stacked model that can be conducted in LISREL, which will assess whether 
there is a statistical difference between the two path coefficients (Joreskog and 
Sorbom, 1989). In order for this test to be valid, it is necessary that there be no 
statistical difference between the two measurement models (i.e. the x:’s can be 
significantly different). Since each model has more than 30 items, it is unlikely 
that each o f the paths will be the same between the two sample groups. Even 
small changes will cause the x2 to be significantly different. Therefore, it is 
unlikely that the test provided by LISREL will be valid in these circumstances. 
Alternatively, Cohen and Cohen (1975) suggest that the formula illustrated in 
Figure 4-1. will assess whether there exists a statistical difference between two 
path coefficients derived from the same regression or structural model, but 
obtained from two separate samples.
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Figure 4-1: T-Test 
Scale Development Studies
The final section o f this chapter briefly overviews those studies which 
have been conducted prior to analysis o f the final study. The analyses o f the scale 
development studies and the pretests are detailed further in Chapter 5.
Study 1: Focus Groups 1: Focus groups were conducted in order to 
obtain general background information about the idea o f promises, and learn how 
respondents talk about promises. Also, it was important to determine if 
respondents could differentiate between different types o f organizational 
promises, and how the participants might evaluate those promises. It was hoped 
that this would facilitate the design o f  scale items that might be employed in 
quantitative research (Stewart and Shamdasani 1990).
Initially, three focus groups with 22 banking customers, incorporating 7 
participants in two separate groups, and 8 participants in the third group were 
conducted. From the analysis o f  these three groups, several themes were readily 
evident upon this initial analysis. For instance, it was found that the idea o f
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promises was definitely understandable from the customer's point of viewf. In 
fact, the participants readily provided information regarding their interpretations 
o f these events. This gave evidence that the concept o f promises was a viable 
construct that was somewhat tangible.
Study 2: Pilot Study I: An initial questionnaire (Appendix) was 
developed (still focusing on the concept o f promises) based on the results o f the 
3 focus groups and the general items that were derived from the transcript 
interpretations, and from the general literature review. The devise was comprised 
o f 100 primary items that were intended to measure the four main constructs o f 
making, enabling, and keeping promises in addition to long-term relationship 
commitment. The individual items were measured on a 7 point likert type scale 
in which 1 = strongly disagree and 7 = strongly agree (Questionnaire illustrated 
in the appendix).
The questionnaire was administered to a convenience sample o f college 
students, with a total sample size o f  178. The four factor model was analyzed in 
confirmatory factor analysis in LISREL 8 and was found to demonstrate adequate 
fit to the data and internal consistency. Preliminary construct validity were also 
assessed. These issues are discussed in detail in Chapter 5.
Study 3: Pilot Study 2: Based on the results o f the first questionnaire, a 
second questionnaire was constructed, which was comprised o f  40 items that
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were intended to measure the four main constructs. As in the first questionnaire, 
the individual items were measured on a 7 point likert type scale in which I = 
stronalv disagree and 7 = stronalv agree.
The questionnaire was administered to a simple random sample of bank 
customers (213 sample size), in order to determine if the items would remain 
consistent with a sample that is characteristic o f the general study population.
The resulting data analysis produced a four construct scale with 22 items, that 
exhibited acceptable internal consistency and reliability.
Study 4: Focus Groups 2: [n this study, 9 focus groups utilizing 65 
participants were conducted in order to facilitate the interpretation of the 
quantitative results. Since the measurement o f promise was looking good, it was 
also important to make sure that participants could differentiate between the 
concept of promises and the processes o f marketing. The results o f  the focus 
groups produced distinctive construct definitions, with many individual items that 
could be utilized in the development o f  the next survey instrument.
Study 5: Pre-Test: Based on the findings from the focus group analyses
and the pilot studies, 10 scales (153 items) were developed in order to measure 
the constructs and were incorporated into a preliminary measurement instrument. 
The questionnaire was administered to a simple random sample o f  bank 
customers (225 sample size), in order to determine if  the items would remain
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consistent with a sample that .is characteristic o f the general study population.
The resulting data analysis produced a five construct scale with 40 items, that 
exhibited exceptional internal consistency and reliability. The results of this 
study including sample descriptives and measurement properties, are described in 
detail in Chapter 5.
Summary
In summary, several studies (with 803 total participants) have been 
conducted which relate to this dissertation topic. Altogether, these studies 
suggest that this dissertation research is a viable topic in need o f further research. 
Therefore, Chapter 6 and Chapter 7 were developed in an effort to further this 
research endeavor. Detailed analyses (as stipulated in this chapter) o f the final 
measurement model, structural model and hypotheses are provided in Chapter 6 
(n=421), while Chapter 7 provides an overview o f the conclusions, theoretical 
contributions, managerial implications, and future research directions.
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CHAPTER 5 
SCALE DEVELOPMENT 
Introduction
Chapter 5 o f this dissertation discusses all five studies conducted at this 
point in the research process. This discussion will focus on procedures and 
analyses that were conducted in each study, and the results that were obtained, 
tn particular, the first three studies focused on the development o f  scales to 
measure the constructs o f making, enabling, and keeping promises. The fourth 
study and the pre-test concentrated on the development of a comprehensive 
research devise that would be effective in measuring all the constructs proposed 
in the conceptual model.
Study I: Focus Groups
At this point, many o f the concepts, especially the idea o f  promises, have 
only been conceptualized in the literature (Bitner 1995). Thus. I felt that it was 
necessary to conduct some exploratory research in order to ascertain how 
banking customers perceived these conceptual ideas. As mentioned in Chapter 4. 
focus groups are a very useful means o f  obtaining general background 
information about a topic of interest, and learning how respondents talk about a 
phenomena o f  interest. This in turn, may facilitate the design o f  questionnaires, 
survey instruments, or other research tools that might be employed in quantitative
research (Stewart and Shamdasani 1990).
94
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Initially. I conducted three focus groups with 22 banking customers, 
incorporating 7 participants in two separate groups, and 8 participants in the 
third group. The participants were recruited over a two week period, and the 
session was coordinated for the three separate groups on a weekend morning.
The incentive was a ten dollar certificate to a local restaurant, in exchange for 
one hour o f their time. The focus group was conducted in a conference facility 
provided by the bank o f interest. The average age o f the participants was 35 
years, and the average length of the banking relationship with their current bank 
was 8.9 years. In terms o f  gender, there were 13 males and 9 females in 
attendance.
The sessions were transcribed and audio recorded, while the moderator 
facilitated the discussions. The discussions centered around the idea of 
promises, and focused on the participant’s interpretation o f the various promises 
that the bank either makes or facilitates. After the focus groups were conducted, 
the transcriptions and audio recordings were cross referenced in order to develop 
a complete picture o f  the results. The transcripts were then reviewed in order to 
determine what types o f themes, issues, and items might exist in regards to the 
idea o f  promises.
Several themes were readily evident upon this initial analysis. For 
instance, it was found that the idea o f  promises was definitely understandable
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from the customer's point o f view. In fact, the participants readily provided 
information regarding their interpretations of these events. The following tables 
outline the major influences and attributes that were readily evident from the 
focus group discussions. The attributes were the specific events or actions that 
the respondents identified as being the actual components or processes of 
making promises. The influences can be described as general marketing 
activities that were identified and represented the culmination o f the individual 
attributes, which then contributed to the overall idea o f how the organization 
made promises. These influences can be thought o f  as themes that were derived 
from the focus group process.
Making Promises: The construct o f making promises was described as a 
process that the organization managed in order to influence the perceptions of 
the customer. These processes were generally characterized as being 
representative o f basic marketing activities, such as advertising, personal selling, 
sales promotions, pricing, facilities, service processes, and customer education. 
These activities were thought to be developed in such a way as to positively 
influence the customer's perception o f  the organization, through the 
communication o f  specific attributes that the customer could readily relate to. 
Thus, the respondents admitted that this process o f  making promises directly 
impacted their expectations regarding future service levels, and how they would
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
97
eventually evaluate the performance of the organization. This was an important 
conclusion, which supported the development o f the larger model. Table 5-1 
illustrates the specific attributes that were mentioned which represent the 
influences or marketing activities as identified by the respondents.
Table 5-1: Making Promises
Process: Making Promises (via External Communications)
Influences Attributes
Advertising Informative
Recall
Believable
Personal selling Recall
Helpful
Em pathetic
Promotion Useable
Pricing Fair/equitable
Explained
Facilities Professional looking
Inviting
Up-to-date
Decor/design
Location
Service Processes Personalized
Consistent
Professional
Customer education Helpful
Informative
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Based on the analysis o f the respondents comments and the stipulations from the 
literature review, making promises is defined as the overt communications and 
representations that the organization makes in regards to the level o f  service that 
they would like the customer to perceive that they will receive.
Enabling Promises: The next construct under investigation was that of 
enabling promises. Enabling promises can generally be described as processes 
that occur within the organization. Thus, there was initially some concern that it 
would be difficult for the participants and ultimately customers to evaluate and 
describe these processes since they were not always readily observable. Yet. the 
participants proved to be very astute in their ability to analyze and describe these 
processes. They often admitted that while they may not directly observe the 
processes o f enabling promises, they did in fact know what processes were 
necessary to facilitate this action. In other words, the participants stated that it 
might be difficult for them to judge how the organization motivated their 
employees, but they could evaluate whether those employees were in fact 
motivated. For instance, the participants did not know how the organization 
motivated the employees, but they suggested that the employees were motivated 
if  they had a commitment to quality, they were willing to go the extra mile, they 
enjoyed their job. etc. This is important because motivated employees are indeed 
a component contributing to the process o f  enabling promises, and it was
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fascinating that the bank customers had such insight and ability to interpret this 
type o f process. Other influences that the participants mentioned included 
employee selection, training, teamwork, tools, strategies, and recovery training. 
One participant described this as being the overall environment in which the 
employee worked, which could positively or negatively contribute to their (the 
employee) service performance. Other participants suggested that they regularly- 
evaluated this environment, and that this evaluation influenced their overall 
evaluation o f the organization. For instance, one participant commented that they 
had recently been to a bank, in which they evaluated the service poorly. The 
actual service (cashing a check) was performed adequately, but the process in 
which it was performed left the customer with a negative perception o f the 
banks operations. Apparently, the teller was new. and this person was having 
some trouble obtaining the correct account information. The training supervisor 
was very harsh, abrupt, and condescending to the new employee, as he illustrated 
how to process the check. The customer interpreted this as bad service because 
the employee was improperly trained and there was a lack o f teamwork, even 
though the customer received the transaction in a fairly timely manner. The 
customer described this as a negative environment which made her feel 
uncomfortable. These types o f  interpretations and descriptions are important for 
service organizations because the service personal represent the organization.
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and consumers will make judgements regarding the organization based on their 
experiences with the personnel. Thus, the organization will be viewed positively 
when the service personnel perform well, but the organization will be judged 
poorly when the service personnel perform poorly (Unfortunately, customers 
tend to remember the service failures much more readily than they remember the 
service successes).
Table 5-2 illustrates the general results regarding the different influences 
or processes that contribute to enabling promises, and the specific attributes 
which contribute to each influence. Based on these results, enabling promises 
was interpreted from the customer's point o f view as a commitment from the 
organization to provide the employees with training programs and appropriate 
equipment. Management must instill an environment within the organization that 
motivates and inspires the employees. This environment should empower the 
employee so they have the ability and authority to help the customer with a 
majority o f  their needs. This overall process would then produce employees that 
could facilitate the delivery o f  the service, because they had the appropriate 
environment in which to work.
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Table 5-2 : Enabling Promises
Process: Enabling Promises (via Internal Communications)
Influences Attributes
Selection Skilled/qualified
Training/skills Knowledgeability
Courtesy, Informative
Accurate service
Responsiveness, Friendliness
Technology
Teamwork Respect for each other
Tools Up-to-date equipment
Reliable tools, Accessible
Empowerment
Motivation Commitment to quality
Willing to go the extra mile
Enjoys job
Proud o f affiliation with bank
Engenders trust
Sociable, Accessible
Strategy Takes time to educate 
customer
Exceeds promises
Attends to details
Fairness, Ethical
Indicates quality is central
Clearly know role
Recovery Training Ability
Empowerment
Knowledge
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Keeping Promises: The third construct o f  keeping promises was 
described as the many activities and components that the organization enacted in 
the delivery o f their service. Specific components that the participants mentioned 
involved such areas as the implementation o f technology, the appropriate use of 
employees, two way communication with customers (including information 
sharing), and a system for service recovery. It appeared that the participants 
evaluated the idea o f keeping promises not purely as the functional delivery of 
the promises, but in terms o f  how well the process was conducted. For instance, 
if  the bank made a mistake, the customer felt that if the bank was to ultimately 
keep their promise, they would not only correct the mistake, but it would be 
corrected in an empathetic manner. This illustrates that the organization is 
evaluated on multiple levels.
Table 5-3 further illustrates other specific attributes that customers utilize 
to evaluate the degree to which the organization is keeping its promises, which 
will ultimately influence the customer's overall evaluation o f  the service process 
in terms o f the performance. Finally, the act o f  keeping promises can be defined 
as a process that utilizes the employees, equipment and service strategy that have 
been put in place, and facilitates the successful delivery o f promises.
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Table 5-3: Keeping Promises
Process: Keeping promises (via Interactive Marketing)
Influences Attributes
Technology/Employees Available
Responsive, Reliable
Security
Timely, Accurate
Informative
Feedback Listening skills
Forwarding info
Seeking comments
Complaint capabilities
Information Timely, Accurate
Reliable
Security
Accessible
Service recovery Timely
Regains confidence
Stands behind service
Empathetic
Personalized
Long-term Relationship Commitment:
The concept o f  relationship commitment has been studied in greater depth 
than the concept o f promises, yet I felt that it was still worth-while to ask these 
participants their perceptions regarding long-term commitments. In general the 
participants expressed their commitment as an intention to continue the
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relationship. They also expressed that future commitment would be based on the 
level o f satisfaction derived from the interaction or multiple interactions. Finally, 
the participants suggested that their own commitment might be communicated 
through their recommendations to other persons such as friends and relatives. 
These results are not necessarily surprising, but they do give an indication of 
different dimensions in which commitment can be expressed.
Summary: The results, and particularly the themes and individual items 
derived from the 3 focus groups provided the basis for the development of 
definitions which differentiated making, enabling and keeping promises. Most 
importantly, these focus groups helped to operationalize the constructs. These 
operationalizations then lead to the development o f various specific items that 
could be used to measure the individual constructs (illustrated in study 2).
Study 2: Pilot Study 1
An initial questionnaire (Appendix A) was developed based on the results 
o f the 3 focus groups and the general items that were derived from the transcript 
interpretations, and from the general literature review. The devise was comprised 
o f  100 primary items that were intended to measure the four main constructs, hi 
order to further develop items specific to the concepts o f promises, a reduced 
model was used in this study. The model is illustrated in Figure 5-1 on the next 
page.
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The individual items were measured on a 7 point likert type scale in which I = 
strongly disagree and 7 = strongly agree (Questionnaire illustrated in the 
appendix).
Making Promises
Keeping Promises
Long-Term Reiationshij 
Commitment
FIGURE 5-1: Reduced Model
The questionnaire was administered to a convenience sample o f  college 
students, in order to flesh out many o f  the initial problems inherent in the 
development a new questionnaire. The sample size was 178. Table 5-4 provides 
a more detailed description o f  the sample characteristics.
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Sample Size Convenience 178 respondents
Age 21.5 years
Gender Male 53%
Female 47%
Ethnic Background African-American 10%
Asian American 7%
Caucasian-American 65%
Hispanic-American 8%
Native-American 0%
Foreign Bom 10%
Income 522,000
Factor Analysis: The first stage o f the analysis consisted o f an 
exploratory analysis o f the data. Exploratory factor analysis is a technique used 
to detect and assess latent sources o f  variation and covariation in observed 
measures (Hair et al. 1995). In this situation, it was used to assess which items 
might represent the proposed constructs. In a sequential process, each construct 
was subjected to an exploratory factor analysis, which utilized several criteria in 
order to determine appropriate item-construct associations. The data set had to 
pass the Bartlett test o f  sphericity with a  significant value which indicated that 
the data was factorable. All individual items with less than .5 loadings on their 
specified factor were dropped from consideration (26 items were dropped based 
on this criteria.j. Subsequent analyses were performed until each construct had
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minimum item loadings of .70 which provided strong measures for each 
construct and displayed some degree o f parsimony for each construct (due to a 
smaller number of items). In addition, face validity was assessed on each item in 
relation to it's proposed construct. The face validity helped to assure that each 
item was measuring what is was intended to measure, and that it was consistent 
with the overall definition o f the construct. In total, this process yielded a total 
o f 40 items remaining for the four constructs.
Multivariate Normality: Multivariate normality was examined by both a 
graphical examination o f the data distribution and statistical test for the 
remaining items. Histograms of the data distributions o f the relative influence 
variables did not exhibit departures from normality. In addition, the skewness 
and kurtosis statistics o f each o f these variables were within an acceptable range 
(less than ± 1.96, which corresponds to a .05 error level). Finally, the Shapiro- 
Wilke's, and Mardia test further confirmed that there were no departures from 
normality, and that the distributional characteristics o f  the data would not 
influence the results (Hair et al. 1995).
Internal Consistency and Reliability: Variance extracted (VE) provides 
evidence o f internal consistency, and identifies the amount o f variance captured 
by a construct's measures relative to random measurement error. Variance 
extracted estimates o f .50 and above support internal consistency of scale
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measures (Fornell and Larker, 1981). and each factor yielded a level much 
higher (>.73% ) than this minimum (Table 5-5). Evidence for internal 
consistency is also suggested by composite reliability, and coefficient alpha. 
Composite reliability can be generated in structural equation modeling programs 
(LISREL), and used to evaluate the consistency o f measures (which represents 
the degree to which the factor structure can be replicated using correlational 
associations) (Fornell and Larker, 1981). Composite reliability (Comp, a) was 
higher than .9100 for each construct, which is sufficiently higher than the 
minimum recommended level o f .60 (Fornell and Larker, 1981). A reliability 
check and Cronbach's alpha (Coef. a) were also calculated. Incorporating the 
retained items, the coefficient alpha was higher than .9300 for each construct.
The following table illustrates the results across each factor.
Finally, a principal component factor analysis with a varimax rotation was 
performed on the remaining 40 items (Churchhill 1979). The factor solution was 
not constrained to a specific number o f  factors, however, it yielded a four factor 
structure which was consistent to the number o f factors being proposed. The 
four factors extracted 76.3% o f  the variance, with eigenvalues ranging from 
35.56 to 15.32. With the varimax rotation, the individual items loaded on the 
constructs as proposed.
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Items
Retained
COEF.
a
COMP.
a
V.E. I.L.
Relationship
Commitment
6 .9520 .9512 73.0% >.80
Making Promises 7 .9334 .9157 75.8% >.70
Enabling Promises 10 .9749 .9589 78.4% >.87
Keeping Promises 8 .9666 .9254 73.4% >.73
This indicates that the initial scale structure appears to measure the constructs as 
intended, and that there appears to be some level o f consistency in these 
measures.
Dimensionality: The 40 items retained were analyzed in a confirmatory 
factor analysis via LISREL 8. A four factor model representing the hypothesized 
structure of the scale was estimated in order to assess the overall dimensional 
structure of the model.
In this analysis, 9 items were dropped due to loadings o f less than .5 on 
any one construct. O f the remaining 31 items, each showed significant loadings 
on their factors. Overall fit (Illustrated in Table 5-6) o f the four factor model was 
not acceptable (%2 = 1,165.79: d .f  = 428), but other indices provided more 
positive results. For instance, the ratio between x~ and d f  was only 2.7, and 
there were moderate correlations and low error terms (largest residual 2.051)
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between the Individual items. The goodness-of-fit index (GFI) was .790 and the 
(AGFI) was .757. In addition. Bender's (1990) comparative fit index (CFI) and 
the Tucker-Lewis index (TLI). which are robust to sampling characteristics, were 
greater than .80, which is marginal for designating adequate fit (Bentler 1990: 
Bollen 1989). Two factors are likely driving these marginal levels o f fit. such as 
the large number o f parameters being estimated, and across factor correlated 
measurement errors. The latter o f these two issues will be addressed through 
further face validity tests. Although these fit results are marginal, they do 
provide a good basis for further development o f the scale.
Table 5-6: Fit Statistics For Pilot Study i
X* d f GFI AGFI TLI CFI RMSR
1166 428 .790 .757 .819 .823 .048
Discriminant Validity: Fornell and Larker (1981) point out that 
discriminate validation is absolutely necessary to really pin down the meaning of 
measures. This means there should be low correlations between the measure o f 
interest and other measures not measuring the same variable or concept- Based 
on the confirmatory factor analysis, discriminate validity was assessed between 
the four constructs. For each factor, the variance extracted was calculated (R.C.: 
VE = .7300, M.P.: VE =  .7580, E i \ :  VE =  .7840, and KJ>., VE = .7340), and 
the average variance extracted was calculated for each possible pair combination
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among the factors and compared to the phi estimate squared [the average 3>; = 
.3024] for each of the paired combinations. The comparison illustrated that the 
average variance extracted was greater than (for instance: 7515 > .3024).
This provides evidence that each factor illustrates discriminate validity in 
comparison to each o f the other factors.
Structural Model: For exploratory purposes, a structural model was 
measured in order to assess whether the relationships among the constructs 
existed as proposed. The fit statistics were virtually identical to those o f the 
measurement model, indicating marginal fit for the overall model. O f particular 
concern here, is the fact that each o f the proposed paths were both positive and 
significant, therefor providing preliminary support for the model.
Summary: This study illustrated the development o f  scales for four 
factors representing making promises, enabling promises, keeping promises, and 
relationship commitment. The initial devise utilized 100 items to measure these 
four factors, and through various analyses the number o f items was reduced to 
31. These same analyses proved that the measures also meet various criteria such 
as showing multivariate normality, internal consistency, reliability, 
dimensionality and discriminate validity.
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Keeping Promises
.682
Long-Term Relationshif 
Commitment
Figure 5-2: Reduced Model; Path Coefficient
The remaining items are grouped by construct and illustrated in table 5-7 below. 
Further visual examination (face validity) o f these items in relation to the 
proposed constructs provides evidence that these items are representative o f the 
constructs. These results then provided the basis for conducting the second pilot 
study.
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Table 5-7: Retained Items for Pilot Study I
Long-Term Relationship Commitment:
LTRC represents the culmination o f  trust, dependence, satisfaction, and future 
behavioral intentions in relation to the organization, from the point o f  view  o f  the 
customer.
Q3: I want to continue doing business with my primary bank.
Q5: I am very satisfied with the overall service provided by my primary bank.
Q6: 1 am very satisfied with the relationship 1 have with my primary bank.
Q7: I would recommend my primary bank to a friend.
Q ll: Compared to other banks that I have done business with, my primary bank 
provides better service.
Q13: !My primary bank seems to charge lower fees or service charges than other 
banks.
Making Promises:
MP can be expressed via typical marketing m essages conveyed through different 
forms o f  promotion, and additional service cues which are communicated 
through more tangible means such as facilities, equipm ent, etc.
Q19. I find the advertisements of my primary bank to be representative of the 
services provided.
Q25. The staff* at my primary bank have explained the fees and charges to me.
Q28: My primary bank's facilities look professional.
Q29: The lobbies of my primary bank's branches are inviting.
Q30: My primary bank has up-to-date equipment to serve my needs.
Q31: The decor in my primary bank is not outdated.
Q34: My primary bank promises consistent, reliable service.
Enabling Promises:
In order to enable promises, an organization m ust provide the em ployees with 
training programs, appropriate equipm ent, and they m ust instil an environment 
within the organization that m otivates and inspires the em ployees.
Q43: The staff at my primary bank have up-to-date equipment.
table con’d
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Q45: The staff at my primary bank seem to have reliable equipment to serve my 
needs.
Q46: The staff at my primary bank seem to have equipment accessible to serve my 
needs.
Q48: The staff at my primary bank seem to be committed to providing me with 
quality service.
Q49: The staff at my primary bank seem to be committed to go the extra mile to 
serve my needs.
Q50: The staff at my primary bank seem to enjoy their jobs.
Q51: The staff at my primary bank seem to enjoy their customers.
Q52: The staff at my primary bank seem to be proud to be apart o f the bank.
Q104: I feel the staff at my bank have been trained to behave in a professional and 
friendly manner.
Q10S: The staff at my primary bank is always willing to help me.
Keeping Promises:
This process involves a com m unication process with the custom er that is comprised 
o f  performance measurement ( o f  s ta ff  and processes), evaluation o f  feedback, 
rewards for excellent interactions, or solutions necessary for service recovery.
Q21: The CSRs and tellers have been very helpful in telling me what services are 
available to solve my problems.
Q39: The staff at my primary bank are responsive to my needs.
Q40: The staff at my primary bank are friendly.
Q66: My primary bank has longer business hours than most other banks.
Q74: Overall, I would say that my primary bank provides me with accurate 
information.
Q83: I believe that my primary bank has a process in place to handle customer 
complaints.
Q92: My primary bank’s customer service department provides me with timely 
information on my account(s).
Q101: If there is a mistake on my account, I am sure the staff will correct the mistake 
in a timely fashion.
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Study 3: Pilot Study 2
Based on the results o f the first questionnaire, a second questionnaire was 
constructed, which was comprised o f  66 primary items that were intended to 
measure the four main constructs o f making promises, enabling promises, 
keeping promises, and relationship commitment (Illustrated in Figure 5-1). The 
items were derived from the first study, and additional items were included based 
on further literature reviews. As in the first questionnaire, the individual items 
were measured on a 7 point likert type scale in which I = strongly disagree and 7 
= strongly agree (Questionnaire illustrated in the appendix).
The questionnaire was administered to a simple random sample of bank 
customers, in order to determine if  the items would remain consistent with a 
sample that is characteristic o f the general study population. The sample size was 
213. Table 5-8 provides more detailed descriptions regarding the sample 
characteristics.
Factor Analysis: In the first step, a principal component factor analysis 
with a varimax rotation was performed on the 66 items (Churchhili 1979). In the 
first run, the factor solution was not constrained to a specific number o f  factors. 
This yielded a six factor solution, but there was evidence that many o f  the items 
deriving the extra factors were acting in an unstructured manner.
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TABLE 5-8: Pilot Study 2, Sample Characteristics
Sample Size Random 213 respondents
Age 46.6 years
Gender Male 49%
Female 51%
Ethnic Background African-American 6.2%
Asian American 2.3%
Caucasian-American 83%
Hispanic-American 4.6%
Native-American 2.7%
Foreign Bom 1.2%
Marital Status Never Married 20.6%
Married 56.9%
Now Single 22.5%
Education High School Grad 112%
Some College 43.8%
College Grad 25.9%
Graduate Work 16.3%
Terminal Degree 2.8%
Income <520,000 20.6%
520,000-534,999 17.5%
535,000-549,999 16.3%
550,000 - 564,999 18.7%
565,000-S79.999 17.8%
580,000 + 9.1%
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The factor solution was then constrained to 4 factors as proposed, and it 
illustrated that 11 individual items needed to be dropped from consideration 
because they did not exhibit simple structure on factors or which loaded less than 
.50. The four factors extracted explained 81.3% o f  the variance, with 
eigenvalues ranging from 37.23 to 16.45. With the varimax rotation, the 
individual items loaded on the constructs as proposed. The remaining 55 items 
were then subjected to further analyses.
The next stage o f the analysis consisted o f  an exploratory analysis o f  the 
data. In a sequential process, each construct was subjected to an exploratory 
factor analysis, which utilized several criteria in order to determine appropriate 
item-construct associations. Each factor had to pass the Bartlett test o f  sphericity 
with a significant value, and all individual items with less than .5 loadings on 
their specified factor were dropped from consideration. After multiple iterations. 
26 items were retained for further analyses.
Multivariate Normality: As in Pilot Study I, multivariate normality was 
examined by both a graphical examination o f  the data distribution and statistical 
test for the remaining items. Histograms o f  the data distributions o f  the relative 
influence variables did not exhibit departures from normality. In addition, the 
skewness and kurtosis statistics o f each o f  these variables were within an 
acceptable range (less than ±  1.96, which corresponds to a .05 error level).
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Finally, the Shapiro-Wilkes test further confirmed that there were no departures 
from normality, and that the distributional characteristics o f the data would not 
influence the results (Hair et al. 1995).
Internal Consistency and Reliability: As in Pilot Study I. each 
construct was evaluated on its level o f variance extracted (VE) at an eigenvalue 
greater than one. which provides evidence o f internal consistency, and identifies 
the amount o f variance captured by a construct's measures relative to random 
measurement error. Variance extracted estimates o f .50 and above support 
internal consistency o f scale measures (Fornell and Larker, 1981), and each 
factor yielded a level much higher (>.76% ) than this minimum (Illustrated in 
Table 5-9). Evidence for internal consistency is also suggested by composite 
reliability, and coefficient alpha. Composite reliability can be generated in 
structural equation modeling programs (LISREL), and used to evaluate the 
consistency o f measures (which represents the degree to which the factor 
structure can be replicated using correlational associations) (Fornell and Larker, 
1981). Composite reliability (Comp, a) was higher than .9100 for the each 
construct, which is sufficiently higher than the minimum recommended level o f 
.60 (Fornell and Larker, 1981). A reliability check and Cronbach's alpha (Coef. 
a) were also calculated. Incorporating the retained items, the coefficient alpha
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was higher than .9300 for each construct. The following table illustrates the 
results across each factor.
Table 5-9: Internal Consistency & Reliability
Items
Retained
COEF.
a
COMP.
a
V.E. I.L.
Relationship Commitment 6 .9682 .9591 84.0% >82
Making Promises 6 .9313 .9142 80.5% >73
Enabling Promises 6 .9658 .9534 77.2% >.87
Keeping Promises 8 .9561 .9213 72.4% >.73
Dimensionality: The 26 items retained were analyzed in a confirmatory 
factor analysis via LISREL 8. A four factor model representing the hypothesized 
structure of the scale was estimated in order to assess the overall dimensional 
structure o f the model.
In this analysis, all 26 items showed significant loadings on their factors. 
Overall fit (Illustrated in Table 5-10) o f  the four factor model was much 
improved (x2 -  802.41: d.f. = 293). The fit statistics suggest adequate model fit 
for the four factor structure. The goodness-of-fit index (GFI) was .843 and the 
(AGFI) was .812. In addition. Bender's (1990) comparative fit index (CFI) and 
the Tucker-Lewis index (TLI), which are robust to sampling characteristics, were 
greater than .80, which is close to the acceptable range for designating adequate 
fit (Bender 1990; Bollen 1989).
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These results indicate that the model is improving, but there is still room for 
further improvements.
Table 5-10: Fit Statistics For Pilot Study 2
r d f GFI AGFI TLI CFI RJVISR
802.41 293 .843 .812 .806 .810 .057
Discriminate Validity: Fornell and Larker (1981) point out that 
discriminate validation is absolutely necessary to really pin down the meaning of 
measures. This means there should be low correlations between the measure of 
interest and other measures not measuring the same variable or concept. Based 
on the confirmatory factor analysis, discriminate validity was assessed between 
the four constructs. For each factor, the variance extracted was calculated (R.C.: 
VE = .8401, M.P.: VE = .8052, E.P.: VE = .7724, and K.P.: VE = .7242), and 
the average variance extracted was calculated for each possible pair combination 
among the factors and compared to the phi estimate squared [the average =
.3123] (correlation between two dimensions)] for each the paired combinations. 
The comparison illustrated that the average variance extracted was greater than 
<£2 (for example .7972 > .3123). This provides evidence that each factor 
illustrates discriminate validity in comparison to each o f the other factors.
S tructural Model: As in the first pilot study and for additional 
exploratory purposes, a structural model was measured in order to assess whether
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the relationships among the constructs existed as proposed. The fit statistics were 
virtually identical to those of the measurement model, indicating marginal fit for 
the overall model. O f particular interest here, is the fact that each o f the proposed 
paths were both positive and significant, therefore providing preliminary support 
for the model.
Making Promises Enabling Promises
J97 \4 .8 1 2 ) .321/(3.916)
Keeping Promises
.687 (2.454)
Long-Term Relationshi{ 
Commitment
Figure 5-3: Reduced Model; Path Coefficient
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Summary: This study illustrated the further development o f  scales for the 
four factors representing making promises, enabling promises, keeping promises, 
and relationship commitment. The initial devise utilized 66 items to measure 
these four factors, and through various analyses the number o f items was 
reduced to 26 items. These same analyses proved that the measures also meet 
various criteria such as showing multivariate normality, internal consistency, 
reliability, dimensionality and discriminate validity. The remaining items are 
grouped by construct and illustrated in Table 5-11 below. Further visual 
examination (face validity) o f  these items in relation to the proposed constructs 
provides evidence that these items are representative o f  the constructs. These 
results then provided the basis for conducting the pre-test.
Table 5-11: Retained Items for Pilot Study 2
Long-Term Relationship Commitment:
LTRC represents the culm ination o f  trust, dependence, satisfaction, and future 
behavioral intentions in relation to the organization, from the point o f  v iew  o f  the 
custom er.
Ql: I want to continue doing business with my primary bank.
Q2: [  am very satisfied with the overall service provided by my primary bank.
Q3: E am very satisfied with the relationship I have with my primary bank.
Q4: I would recommend my primary bank to a friend.
Q10: Compared to other banks that I have done business with, my primary bank 
provides better service.
table con’d
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
Ql l : My primary bank seems to charge lower fees or service charges than 
other banks.
Making Promises:
MP can be expressed via  typical marketing m essages conveyed through different 
forms o f  promotion, and additional service cues which are communicated  
through more tangible m eans such as facilities, equipment, etc.
Q13. I find the advertisements of my primary bank to be representative of the 
services provided.
Q14. The staff at my primary bank have explained the fees and charges to me.
Q17: My primary bank's facilities look professional.
Q18: The lobbies o f my primary bank’s branches are inviting.
Q19: My primary bank has up-to-date equipment to serve my needs.
Q20: The decor in my primary bank is not outdated.
Q22: My primary bank promises consistent, reliable service.
Enabling Promises:
in order to enable prom ises, an organization must provide the em ployees with 
training programs, appropriate equipm ent, and they must instil an environm ent 
within the organization that m otivates and inspires the em ployees.
Q24: The staff at my primary bank seem to have equipment accessible to serve my 
needs.
Q28: The staff at my primary bank seem to be committed to providing me with 
quality service.
Q29: The staff at my primary bank seem to enjoy their jobs.
Q31: The staff at my primary bank seem to enjoy their customers.
Q30: The staff at my primary bank seem to be proud to be apart o f the bank.
Q37: I feel the staff at my bank have been trained to behave in a professional and 
friendly manner.
Keeping Promises:
This process involves a com m unication process with the custom er that is com prised  
o f  performance measurem ent ( o f  s ta ff  and processes), evaluation o f  feedback, 
rewards for excellen t interactions, or solutions necessary for service recovery.
table con’d
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
124
Q45: The CSRs and tellers have been very helpful in telling me what services are 
available to solve my problems.
Q57: The staff at my primary bank are responsive to my needs.
Q56: The staff at my primary bank are friendly.
Q64: My primary bank has longer business hours than most other banks.
Q42: Overall, I would say that my primary bank provides me with accurate 
information.
Q55: I believe that my primary bank has a process in place to handle customer 
complaints.
Q48: My primary bank's customer service department provides me with timely 
information on my account(s).
Q53: If there is a mistake on my account, I am sure the staff will correct the mistake 
in a timely fashion.
Study 4: Focus Groups 2
The results o f the first three studies provided positive results as to the 
ability to measures promises effectively, yet it is sometimes appropriate to use 
focus groups to cross check quantitative results prior to proceeding with further 
quantitative analyzes. As mentioned in Chapter 4, focus groups have proven 
useful following the analysis o f a large scale, quantitative survey (Calder 1977). 
In this use, the focus group facilitates interpretation o f  quantitative results and 
adds depth to the responses obtained in the more structured survey. Not only can 
this assist in the interpretation o f quantitative results, but it also assists in the 
refinement and development o f  future surveys.
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[n this study. I conducted nine focus groups with 65 banking customers, 
utilizing an average o f 7 participants per group. The participants were recruited 
over a four week period, and the session was coordinated for the nine separate 
groups over a weekend. The incentive used was a fifteen dollar certificate 
(sponsored by the bank) to a local restaurant, in exchange for one hour o f their 
time. The focus group was conducted in a conference facility provided by the 
bank o f interest. The average age o f the participants was 37 years, and the 
average length o f the banking relationship with their current bank was 9.1 years. 
In terms o f gender, there were 31 males and 34 females in attendance.
As in the first study, the sessions were transcribed and audio recorded, 
while the moderator facilitated the discussions. The discussions centered around 
nine different topical areas, in an effort to ascertain whether the participants 
could recognize and or/ distinguish between the topics. The ten topics 
represented the major components o f the model, which were making promises, 
enabling promises, keeping promises, external marketing, internal marketing, 
interactive marketing, expectations, customer-contact employees, service 
delivery, and relationship commitment. After the focus groups were conducted, 
the transcriptions and audio recordings were cross referenced in order to develop 
a complete picture o f the results. The transcripts were then reviewed in order to
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determine what types o f themes, issues, items might exist in regards to the idea 
o f promises.
In general, the main issue that became apparent was that banking 
customers could recognize both the acts o f  promises and marketing activities, 
and also suggested that they were somewhat interdependent on each other. The 
goal o f this study was to provide within construct strength and differentiation 
between the constructs, therefore providing items that will create discriminate 
constructs. These results were positive and provided support for the structural 
model. The following paragraphs and tables provide summative descriptions o f 
the focus group results.
Making Promises: Based on the analyses, making promises can be 
described as the type o f  information that the bank was trying to communicate. 
Promises were representative o f  either overt communications about the service, 
or as service related cues that are influential in the development o f  customer 
expectations. In other words, making promises was described as the actual 
messages, and the vehicle which was representative o f  external marketing 
activities. External marketing was described as the method that the organization 
utilized in order to communicate its message or promises. It utilizes marketing 
activities such as advertising, personal selling, promotions, pricing, facilities and 
word-of-mouth communications. It seemed evident that the focus group
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participants could not readily differentiate between these marketing processes 
and the message itself. Specific issues that were mentioned, focused on service 
characteristics such as reliability, professionalism, friendliness, and timeliness. In 
addition, several other issues were evaluated such as employees, prices, and 
facilities which were communicated in such a way as to suggest what the 
organization intends to deliver. In total, these communications were thought to 
be developed in such a way as to positively influence the customer's perception 
o f the organization, through issues that the customer could readily relate to. 
Table 5-12: Issues for Making Promises
Advertisements using such mediums as TV. Radio, Billboards, Magazines, Radio, and Direct Mail.
Statements made by Bank representatives (Personal Selling).
Word o f  mouth communications with friends, relatives and neighbors.
Professionally dressed employees
Professional and modem looking lobbies and offices
The obvious display o f  modem equipment (especially computers), which represented a commitment to
technology.
Pricing strategies.___________________________________________________________________ __
Expectations: The results indicated that customers felt expectations were 
representative o f  the level o f service that they should receive. It appeared to be 
somewhat specific. As previously described, customer expectations can be 
succinctly described as pretrial beliefs about a product or service (Boulding et al. 
1993). These expectations are based on two general areas o f  information delivery
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previously referred to as external marketing and the act o f making promises. In 
summary, expectations represent what the customer believes to be the feasible or 
reasonable service that s/he should receive from the organization, in terms o f the 
type, level and quality o f that service delivery.
TABLE 5-13: Issues for Expectations
Convenient Banking Hours
Free checking accounts, and or lower service charges
No fee ATM’s
t "
High interest rates on savings and other investment opportunities 
Expedient loan processing procedures 
Low interest rates on loans.
Personalized service and professional attitude for employees.
Provide accurate account information 
Commitment to customer satisfaction 
Admit and Correct mistakes quickly 
Convenient ATM Locations 
Online and telephone banking available
Well trained employees that can efficiently utilize the available equipment.
Employees that can answer questions and solve problems.________________
Enabling Promises: As perceived by the participants, they viewed 
enabling promises as a process that prepares employees through training 
programs, providing equipment, developing commitment, and motivating those 
employees. These are sometimes viewed as what should be done by the 
organization since it is sometimes difficult for the customer to interpret what is
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occurring inside the organization. Similar to the first set o f  focus groups, the 
participants admitted that it was somewhat difficult to directly observe the 
processes o f enabling promises, but they knew what processes were necessary to 
facilitate this action, and they would judge these processes indirectly. The 
customer also attempted to interpret the processes occurring within the 
company, which can be referred to as internal marketing. The customer will 
judge the organization based on whether there is an appropriate process in place 
that will facilitate an environment that is supportive o f the employee and 
prepares the employee for their job. The employee will then likely be more 
effective, efficient, and customer oriented in this scenario. If  these issues are 
facilitated correctly, this will contribute to the development o f good customer 
oriented employees and the delivery o f promises..
Table 5-14: Issues for Enabling Promises
Well trained employees 
Reliable equipment for employee use 
Available equipment for employee use 
Up-to-date equipment for employee use 
Employees that seem to enjoy their job 
Employees that seem to be committed to the customer 
Employees that seem to be empowered 
Employees seem to be well qualified for the job.
Employees that seem to have a respect for each other.
table con'd
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Management commitment to the customers satisfaction 
Management support o f  the employees efforts 
Customer oriented philosophy within the organization.
Positive work environment, in which the employees appear to enjoy their job.
An efficient work environment that is supportive o f  the employees efforts.
C ode o f  conduct that guides the em p loyees____________________________________
Keeping Promises: Keeping promises was described as what the 
organization is actually doing, or the service that they are delivering. The 
organization enacts many activities and components in the delivery of the' 
service, so that it can meet the promises that it made and meet the expectations 
that the customer developed. Specific items that were mentioned included the 
implementation o f technology, the appropriate use o f employees, well trained 
employees, service level and performance, organizational communications, and 
service selection. Thus, from the customer's point of view, they evaluate this 
component based on whether the organization delivered this service component 
and at what level.
The participants also mentioned that it was important for the organization 
to manage the buyer-seller interaction so that the customer could easily 
participate. Specific items that were mentioned included the active measurement 
o f  the organization's performance via customer questionnaires and surveys, 
meaningful evaluation o f feedback (specific responses to customer suggestions),
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rewards for customers with good relationships, and obvious, managed systems in 
place to facilitate service recovery.
The focus group participants described keeping promises as a two 
level evaluation. This evaluation focused on both the technical aspect o f the 
performance and the relational or functional performance o f the service delivery. 
For instance, the participants mentioned that the service delivery could be 
technically proficient (cashed a check and the correct change was given), but in 
relational terms the service delivery may not have been proficient (rude teller). 
Thus, the customer will evaluate technical issues such as service outcome, 
technology, and facilities; while also evaluating relational issues such the 
employees reliability, empathy, and assurance. From the perspective o f focus 
group participants, they interpreted, judged or believed that there are certain 
qualities o f the employees were important if the organization expected to keep its 
promises. Additionally, the participants described good customer-contact 
employees as being empowered and motivated by the organization, thus yielding 
a person who is obviously concerned about the organization yet exhibits empathy 
towards the customer. Finally, a well prepared customer-contact employee has 
the ability and the authority to respond to customer requests, and solve or 
prevent problems as they occur.
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It appears that the customer is not only interested in what s/he receives as 
an outcome of the service delivery process, but is also interested in the process 
itself (often represented as the interaction with the customer-contact employee. 
Therefore, it is important for the organization to manage both aspects o f keeping 
promises. The following items represent a complex, yet single dimensional 
construct that represents evaluations o f the employees, service outcomes, and the 
interactive marketing process.
Table 5-15: Issues for Keeping Promises
Bank statements are accurate 
Bank statements are on time.
The bank is adequately staffed.
The bank has well trained employees 
The bank has modem technology 
The staff is knowledgeable 
The staff is empathetic to my concerns 
The bank provides a wide variety o f  services 
The bank's services are competitively priced.
The employees understand my needs 
Knowledgeable employees 
Courteous employees 
Informative employees 
Accurate employees 
Responsive to customer needs 
Can solve customer problems
table con’d
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Sociable Employees
Employees committed to quality service.
Employees that attend to details.
Employees that willingly go the extra mile.
Efficient and/or fast employees 
Trustworthy i Ethical employees 
Can Prevent customer problems
Employees have the power to make decisions in response to customer requests.
Measure their own performance
Evaluate their feedback
Reward good relationships with customers
Recover relationships in which service delivery fails.
Evaluation o f  the overall service delivery
Evaluation o f  the employees
Evaluation o f  the technology and equipment
Evaluation o f  the facilities
Service reliability
Service assurance
Service empathy.________________________________________________________
Long-term Relationship Commitment: The focus group participants 
described long-term relationship commitment very similarly to descriptions 
derived from the literature review and previous empirical studies. Generally, 
customers suggested that they had either favorable or unfavorable interactions 
with the organization, and the culmination o f the interactions influenced their 
degree o f commitment to the firm. When a customer had good interactions with
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the service firm, they tended to praise the firm, express preference for the 
company over others, increase the volume o f their purchases, and/or agreeably 
pay price premiums. This can contribute to the development of trust and 
dependence between the customer and organization. In situations where the 
customer experiences bad interactions, they tend to exhibit complaining 
behaviors. If  these customers are ultimately left unsatisfied, then relationship 
dissolution can be expected. Therefore, in general, long-term relationship 
commitment can be described as the desire and/or actions of the customer to 
develop, maintain, or dissolve the long term relationship with the bank.
Table 5-16: Issues for Long-term Relationship Commitment
Overall satisfaction with the service provided by the bank.
Praise the bank for a job well done
Express preference for the bank over other banks
Intend to continue the relationship
intend to enhance the relationship, by increasing the intensity or volume o f  the relationship.
A feeling o f  reciprocity on the part o f  the customer that the bank was returning an adequate service level
for the customer's business and patronage.
The customer feels as if  they can Trust the bank
The customer feels to the bank, and suggests that switching banks would similar to treason.
The customer becomes committed to the relationship, and thus more participatory in its future success.
The customer becomes dependent on the bank.____________________________________________________
Summary: These focus groups provided insightful evaluations and 
comments regarding each o f the proposed constructs. Many o f  these comments
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were very similar to the ideas drawn from the literature review, but more 
importantly it provided valuable insight regarding several topics that had little or 
no previous empirical research (especially the concept o f promises). These 
results were also very important in helping to differentiate between the 
constructs o f interest, because there is some degree o f similarity between them.w *
Finally, these results helped to further provide face validity for constructs and 
measured items. Therefore, these results will be used in conjunction with the 
results from the 3 prior studies in the development o f a comprehensive survey 
instrument to be used in the pre-test, which is described in the following study. 
Study 5: Pre-test
An examination o f the first four studies provided concurring results 
regarding the development of measures for the constructs o f interest. The fifth 
study was conducted in. order to bring all o f the constructs together into one 
measurement device. Based on the findings from the two surveys and twelve 
focus group analyses, scales were developed in order to measure the constructs 
(Full model illustrated in Figure 5-4) and were incorporated into a preliminary 
measurement instrument.
Scales: Initially 190 items were generated based on the results o f previous 
studies, the focus groups, and the literature review. Five faculty members from 
Eastern New Mexico University agreed to serve as judges and evaluated the
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content validity o f each item. The judges were provided with a definition o f each 
construct, and then were asked to which construct each item fit best. In addition, 
each judge evaluated the degree to which each item was representative o f  the 
dimension to which it was assigned.
Making Promises Enabling Promises
Customer Expectations
Customer Contact 
Employee
Service Delivery 
Evaluation
Keeping Promises
Long-Term Relationship 
Commitment
Figure 5-4: The Full Model
rtems which were classified in the correct construct by at least four out o f five 
judges and which received a representative rating o f  at least 3 on a I =  not at all
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representative to 5 = very representative scale were retained for further analyzes. 
This initial evaluation indicated that 37 individual items needed to be dropped, 
which resulted in 153 items remaining. The items were then incorporated into a 
measurement devise. These items are illustrated in the tables below, and are 
grouped by constructs. Each construct is parsimoniously defined based on a 
culmination o f information derived from the prior four studies and the literature 
review. The items are illustrated in the terminology that was utilized in the 
measurement devise, and as in the prior studies the individual items were 
measured on a 7 point likert type scale in which I = strongly agree and 7 = 
strongly agree. The actual questionnaire is illustrated in the appendix.
Table 5-17: Items for Making Promises: 
Construct Definition:
Making promises can be defined as the overt communications, messages, 
and/or service related cues generated by the organization and directed toward 
the customers, which are influential in the development o f customer 
expectations. These messages are communicated through external marketing 
which is defined as the process o f communicating or delivering the promises, 
and it involves such marketing activities as advertising, personal selling, 
promotions, pricing, facilities, and word-of-mouth communications.__________
L My primary bank promises to delivery reliable and consistent service
2. My primary bank promises to deliver professional service
■s My primary bank promises to deliver friendly services
4. My primary bank promises to deliver timely service
5. My primary bank promises to have knowledgeable employees
table con’d
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6. My primary bank promises to have competitive rates
7. My primary bank promises to provide a wide selection o f services
8. My primary bank promises to maintain modem facilities and equipment
9. My primary bank has told me that they have reliable service
10. My primary bank has told me that they have professional employees
It. My primary bank has told me that they have timely service
12. My primary bank has told me that they have knowledgeable employees
13. My primary bank has told me that they have competitive rates
14. My primary bank has told me that they have a wide selection o f  services
15. My primary bank has told me that they have friendly employees
16. My primary bank has told me that they have modem equipment and facilities.
17. My primary bank has professionally dressed employees.
18. My primary bank has professional looking lobbies.
19. My primary bank has professional looking offices.
20. My primary bank has a modem lobby.
21. My primary bank has modem offices.
22. The decor in my primary bank is not outdated.
23. My primary bank has up-to-date equipment to serve my needs.
24. The lobbies o f  my primary bank are inviting.
25. The staff at my primary bank only try and sell me the services that I can use.
26. The staff at my primary bank have explained the variety o f  services that are available.
27. I find the advertisements o f  my primary bank are very informative.
28. A friend, relative and/or neighbor referred me to my primary bank.
29. I recommended my primary bank to a friend, relative, and/or neighbor.
30. The advertisements o f  my primary bank are representative o f  the services that they offer.
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Table 5-18: Items for Customer Expectations:
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Construct Definition:
Expectations are defined as what the customer believes to be a feasible or 
reasonable service that s/he should receive from the organization, in terms o f 
type, level, and quality o f that service delivery.__________________________
1. My primary bank should provide convenient banking hours.
2. My primary bank should provide expedient (fast) loan processing procedures.
3. My primary bank should provide personalized service.
4. My primary bank should offer free checking accounts
5. My primary bank should provide ATM access with no fee for bank customers.
6. My primary bank should offer low interest rates on loans.
7. My primary bank should offer high interest rates on savings accounts and other investment 
opportunities.
8. My primary bank should have sympathetic employees.
9. My primary bank should provide accurate account information.
10. My primary bank should be committed to customer satisfaction.
II. I expect competitive fees and charges from my bank..
12. My primary bank should correct their mistakes quickly.
13. My primary should provide convenient ATM locations.
14. My primary bank should provide online and telephone banking.
15. The employees at my primary bank should have a professional attitude.
16. The employees at my primary bank should be well trained.
17. The employees at my primary bank should be able to efficiently utilize the available 
equipment.
18. The employees at my primary bank should be able to answer my questions.
19. The employees at my primary bank should be able to solve my problems.
20. My primary bank should have modem and up-to-date equipment.
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Table 5-19: Items for Enabling Promises:
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Construct Definition:
Enabling promises is defined as the perceived commitment o f management to 
provide employees with thorough training programs, up to date equipment, 
and the type o f working environment that will motivate the employee, and 
instill a commitment to the organization. This involves a process called 
internal marketing which can be described as the process o f  communicating 
within the organization, between management and the employees. This 
communication process will facilitate an environment that is supportive of 
the employee and prepares the employee for their iob._____________________
1. My primary bank should establish appropriate training programs for their employees.
2. The staff at my primary bank seem to have equipment available to serve my needs.
•>
3 . The equipment available to employees to employees should reliable.
4. The equipment available to employees should be up-to-date.
5. The employees o f  my primary bank seem to enjoy their job.
6. The employees o f  my primary bank seem to be committed to the customer’s satisfaction.
7. The employees o f  my primary bank should be empowered to solve my problems.
8. The employees o f  my primary bank should be well qualified for the job.
9. The employees o f  my primary bank seem to have a mutual respect for each other.
10. The employees o f  my primary bank should have problem solving skills.
11. The staff o f  my primary bank to be empowered to solve problems and make decisions.
12. My primary bank should provide the employees with a pleasant work environment.
13. The management at my primary bank expresses their commitment to customer satisfaction.
14. The management at my primary bank appear to support the efforts o f  the employees.
15. There appears to be a customer oriented philosophy within my primary bank.
16. My primary bank appears to facilitate a positive work environment.
17. The work environment o f  my primary bank appears to be efficient.
18. 1 believe that my primary bank encourages a code o f  conduct that guides the behaviors o f  
their employees.
19. The organizational mission o f  my primary bank should concentrate on the development o f  
their employees.
20. The employees o f  my primary bank appear to understand the directives o f  management.
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Construct Definition:
Keeping promises can be described as the implementation o f technology, the 
appropriate use o f well trained employees, incorporating a high service level. 
and offering an appropriate service selection. It also involves two-way 
communication between the organization and the customer, which involves 
performance measurement, the evaluation o f feedback, rewards for good 
relationships, and solutions necessary for service recovery. Keeping promises 
also involves an evaluation o f the employees and the functional service 
delivery. Customer-contact employees are defined as employees that are 
trained, equipped, empowered and motivated by the organization, which 
yields a person who has the ability and authority to respond to customer 
requests, solve or prevent customer problems, yet exhibits a love for the 
business and empathy towards the customer.
1. My primary bank provides statements which are accurate.
2. My primary bank provides account information on a timely basis.
3. My primary bank is adequately staffed.
4. My primary bank delivers quality service.
5. My primary bank has modem technology.
6. The staff at my primary bank are knowledgeable
7. The staff at my primary bank are empathetic to my needs.
8. My primary bank provides a wide variety o f  services.
9. My primary bank has convenient banking hours.
to. My primary' bank has expedient (fast) loan processing procedures.
II. My primary bank provides personalized service.
12. My primary bank is committed to customer satisfaction.
13. My primary provides convenient ATM locations.
14. My primary bank provide online and telephone banking.
15. The employees at my primary bank have a professional attitude.
16. The employees at my primary bank are be able to efficiently utilize the available equipment.
table con’d
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18. The employees at my primary bank provide answers to my questions.
19. The employees at my primary bank solve my problems.
20. My primary bank has modem and up-to-date equipment.
21. My primary bank’s services are competitively priced.
22. My primary' bank has used customer surveys in the past.
23. 1 have filled out at least one customer survey for my primary bank (besides this survey).
24. My primary bank has a customer suggestion box.
25. My primary bank provides me with customer comment cards.
26. My primary bank responds directly to my comments and suggestions.
27. My primary bank responds indirectly to my comments and suggestions.
28. My primary bank has offered me free services as a reward for my business.
29. My primary' bank has offered me additional services as a reward for my business.
30. My primary bank admits to their mistakes.
31. My primary bank corrects their mistakes quickly.
32. The staff at my primary bank have very good listening skills.
'y I feel that the staff at my primary bank will forward my comments to the appropriate people.
34. The staff at my primary bank openly seek my on the bank's service
35. I believe that my primary bank has a process in place to handle customer complaints.
36. If there is a mistake made on my accounts by my primary bank, the staff have the power to 
fix it without management intervention.
37. If there is a mistake made on my account, I am sure the staff will correct in timely fashion.
38. The staff at my primary bank have been able to regain my confidence in spite o f  any 
mistakes the bank has made.
39. 1 feel that the staff at my primary bank will stand behind service promised in spite o f  any 
mistakes they make.
40. Well trained bank employees will understand my needs
4 t . The staff at my primary are well trained.
42. The staff at my primary bank are friendly.
43. Well trained bank employees will be able to communicate relative information the 
customers.
table con’d
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44. Weil trained bank employees will perform my banking services accurately. ■
45. Weil trained bank employees will be responsive to my needs.
46. Well trained bank employees will be able to solve customer needs.
47. Good bank employees will be sociable.
48. Well trained bank employees will be committed to quality service.
49. Bank employees that are well trained will attend to details.
50. Good bank employees are willing to go the "extra mile".
51. Well trained bank employees are efficient.
52. Good bank employees are trustworthy.
53. Good bank employees are ethical.
54. Bank employees that are empowered can help prevent customer problems.
55. Good bank employees have the power to make decisions in response to customer requests.
56. The staff at my primary bank indicate that quality service is a central concern for the bank.
57. The overall quality o f  service at my primary bank meets my expectations.
58. The overall quality o f  the staff at my primary bank meets my expectations.
59. 1 feel that the technology used by my primary bank is up-to-date.
60. The overall quality o f  the equipment in my primary bank meets my expectations.
61. The overall quality o f  my primary bank's facilities meets my expectations.
62. I feel that the service my bank provides is reliable.
63. The employees o f  my primary bank were responsive to my needs.
64. I feel confident in the ability o f  my primary bank to manage my finances.
65. The employees o f  my primary bank were empathetic to my needs.
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Table 5-21: Items for Long-Term Relationship Commitment:
Construct Definition:
Long-term relationship commitment is defined as the desire and/or actions of 
the customer to develop, maintain, or dissolve the long term relationship with 
the bank. It is facilitated through the degree o f trust, dependence, satisfaction, 
and future behavioral intentions related towards the organization, from the 
point o f view o f the customer.
I. I want to continue doing business with my primary bank.
2. I intend to keep my accounts with my primary bank.
**j . I would recommend my primary bank to a friend.
4. I am satisfied with the overall service provided by my primary bank.
5. 1 am satisfied with the staff at my primary bank.
6. I am satisfied with the facilities at my primary bank.
7. I am satisfied with the level o f  technology that is utilized at my primary bank.
8. I am satisfied with the variety o f  services that are provided by my primary bank.
9. I am very satisfied with the relationship that I have with my primary' bank.
10. I would recommend my primary bank to a relative.
11. 1 feel that I can depend on my primary bank for a majority o f  my financial needs.
12. t feel that 1 get very good value from the relationship I have with my primary bank.
13. My experiences with my primary bank have assured me that it is my bank o f  choice for my 
banking needs.
14. 1 feel loyal to my primary bank, and I do not intend to switch banks.
15. In the future, I plan to utilize more o f  the services offered by my primary bank.
16. I feel that I can trust my primary bank with my finances.
17. 1 am willing to ieam new technologies, in order to take advantage o f  new services that my 
primary bank is offering.
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Sample: The questionnaire was administered to a simple random sample 
o f bank customers, in order to determine if the items would remain consistent 
with a sample that is characteristic o f the general study population. The sample 
size was 226. Table 5-22 provides more detailed descriptions regarding the 
sample characteristics.
Factor Analysis: In the first step, a principal component factor analysis 
with a varimax rotation was performed on the 153 items (Churchhill 1979). In 
the first run, the factor solution was not constrained to a specific number of 
factors. This yielded a twelve factor solution, but there was evidence that many 
o f the items deriving the extra factors were acting in an unstructured manner.
The factor solution was then constrained to 5 factors as proposed, and it 
illustrated that 45 individual items needed to be dropped from consideration 
because they did not exhibit simple structure on factors or which loaded less than 
.50. The five factors extracted explained 81.2% o f the variance, with eigenvalues 
ranging from 38.15 to 9.26. With the varimax rotation, the individual items 
loaded on the constructs as proposed. The remaining 108 items were then 
subjected to further analyses.
The next stage o f  the analysis consisted o f  an exploratory analysis o f  the 
data. In a sequential process, each construct was subjected to an exploratory
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factor analysis, which utilized several criteria in order to determine appropriate 
item-construct associations.
Table 5-22: Pre-Test Sample Characteristics
Sample Size Random 226 respondents
Age 35.6 years
Gender Male 51%
Female 49%
Ethnic Background African-American 6.3%
Asian American 1.3%
Caucasian-American 67.5%
Hispanic-American 20.0%
Native-American 1.3%
Foreign Bom 3.8%
Marital Status Never Married 28.9%
Married 60.2%
Now Single 8.4%
Education High School Grad 14.2%
Some College 45.8%
College Grad 23.9%
Graduate Work 14.3%
Terminal Degree 1.8%
Income <520,000 22.6%
520,000 -  S34.999 19.5%
535,000 -  549,999 16.8%
550,000 -  564.999 18.1%
565,000-579.999 15.8%
580,000 +- 7.1%
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Each factor had to pass the Bartlett test o f sphericity with a significant value, and 
all individual items with less than .5 loadings on their specified factor were 
dropped from consideration. After multiple iterations utilizing these criteria and 
incorporating the ideals o f parsimony. 65 items were retained for further 
analyses.
M ultivariate Normality: As in the Pilot Studies, multivariate normality 
was examined by both a graphical examination of the data distribution and 
statistical test for the remaining items. Histograms o f  the data distributions o f the 
relative influence variables did not exhibit departures from normality. In 
addition, the skewness and kurtosis statistics o f each o f these variables were 
within an acceptable range (less than ±  1.96. which corresponds to a .05 error 
level). Finally, the Shapiro-Wilke’s, and Mardia test further confirmed that there 
were no departures from normality, and that the distributional characteristics o f 
the data would not influence the results (Hair et al. 1995).
Dimensionality and The Measurement Model: The 65 items retained 
were analyzed in a confirmatory factor analysis via LISREL 8. A five factor 
model representing the hypothesized structure o f  the scale was estimated in order 
to assess the overall dimensional structure o f the model.
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In this analysis. 25 items indicated problematic loading structures, such 
that they did not want to load on any one factor. The confirmatory factor analysis 
had accomplished its purpose by identifying items that were problematic. The 
remaining 40 items showed significant loadings on their factors. Overall fit 
(Illustrated in Table 5-23) o f the five factor model was very good, and showed a 
significant improvement over the two pilot studies and is considered an 
acceptable ratio (x2 =825.33 d.f. = 730). The other fit statistics suggest adequate 
model fit for the ten factor structure. The goodness-of-fit index (GFI) was .909 
and the (AGFI) was .898. In addition, Bender's (1990) comparative fit index 
(CFI) and the Tucker-Lewis index (TLI), which are robust to sampling 
characteristics, were greater than .87, which are close to the acceptable range for 
designating adequate fit (Bentler 1990; Bollen 1989). Overall, these fit statistics 
illustrate a noticeable improvement in comparison to the pilot studies, and 
provides evidence that indicates that the measurement model will prove to be a 
suitable devise to be used in the final study.
Table 5-23: Fit Statistics For Pre-test
*>
X* d f GFI AGFI TLI CFI RMSR
798.84 730 .921 .907 .913 .913 .075
Internal Consistency and Reliability: As in the Pilot Studies, each 
construct was evaluated on its level o f variance extracted (VE) at an eigenvalue
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greater than one, which provides evidence o f internal consistency, and identifies 
the amount o f variance captured by a construct's measures relative to random 
measurement error. Variance extracted estimates o f .50 and above support 
internal consistency o f scale measures (Fomell and Larker. 1981). and each 
factor yielded a level much higher ( >.72%) than this minimum (Illustrated in 
Table 5-31). Evidence for internal consistency is also suggested by composite 
reliability, and coefficient alpha. Composite reliability can be generated in 
structural equation modeling programs (LISREL), and used to evaluate the 
consistency o f measures (which represents the degree to which the factor 
structure can be replicated using correlational associations) (Fomell and Larker. 
1981). Composite reliability (Comp, a) was higher than .8700 for the each 
construct, which is sufficiently higher than the minimum recommended level of 
.60 (Fomell and Larker. 1981). A reliability check and Cronbach's alpha (Coef. 
a) were also calculated. Incorporating the retained items, the coefficient alpha 
was higher than .8800 for each construct. Table 5-24 illustrates the results 
across each factor.
Discriminate Validity: Fomell and Larker (1981) point out that 
discriminate validation is absolutely necessary to really pin down the meaning o f  
measures. This means there should be low correlations between the measure o f 
interest and other measures not measuring the same variable or concept.
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Table 5-24: Internal Consistency & Reliability
Items
Retained
COEF. a COMP, a V. E . l.L.
ENDOGENOUS VARIABLES
Long-Term Relationship (nO 5 .9710 .9623 87.5% >.92
Expectations ml) 5 .9251 .9172 76.3% >.82
Keeping Promises (nO 10 .9470 .9461 82.8% >.87
EXOGENOUS CONSTRUCTS
Making Promises (k! ) 10 .9713 .9654 90.2% >.87
Fnahlino Promise-! fic2) , 10- 8858 , „ .87.12 . 7LS% > 77
Based on the confirmatory factor analysis, discriminate validity was assessed 
between the ten constructs. For each factor, the variance extracted was 
calculated (refer to Table 5-31), and the average variance extracted was 
calculated for each possible pair combination among the factors and compared to 
the phi estimate squared [the average =  .3130 (correlation between two 
dimensions). The highest paired combination was .5612 and the lowest was 
.2361, which were considerably lower than any paired combination o f  V.E.] for 
each the paired combinations. The comparison illustrated that the average 
variance extracted was greater than (for example .8274 > .3130). This 
provides evidence that each factor illustrates discriminate validity in comparison 
to each o f  the other factors.
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Structural Model: The structural model has five constructs and 40 
indicators, which provides for an interesting analysis o f  the proposed 
relationships. The full model displayed a %z at 805.45 with d f  o f 734, while the 
null model had a yf o f 1514.88, which indicates that the fitted model fits better 
than the null. The goodness-of-fit index (GFI) was .909 and the (AGFI) was 
.898. In addition. Bender’s (1990) comparative fit index (CFI) and the Tucker- 
Lewis index (TLI), which are robust to sampling characteristics, were greater 
than .89. which is close to the acceptable range for designating adequate fit 
(Bentler 1990; Bollen 1989). Another important result was that the RMSR was 
fairly low. which was surprising considering the number o f items involved in the 
analysis. Table 5-25 illustrates these results, and provides a comparison with the 
null model.
Table 5-25: Fit Statistics For Structural Model
•>
X* d f GFI AGFI TLI CFI RMSR
SO 805.45 734 0.909 0.898 0.897 0.895 0.073
Null 1514.88 780 0.610 0.568 N/A N/A -0.200
The individual item loadings and the path loadings provided interesting results 
because every item loading and path coefficient were significant. Table 5-26 
illustrates the item loadings, and Figure 5-5 illustrates the path coefficients.
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Table 5-26: Structural Model Loadings
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Question * Question » Items id k2 n i 12 13
Final Study Pre-test
Q6 Q I7 L X d.I) 872
Q7 Q2I LX(2.1) .871
Q8 Q22 LX(3.t) .854
Q9 Q23 LX(4.1) 857
Q10 Q38 LX(5.I) ..872
Q U Q39 LX(6.1) 838
Q12 Q40 LX(7.I) .859
QI3 0*1 LX(8.1) .900
QI4 Q42 LX(9.l) 871
Q15 Q46 LX(10.I) 881
Q2I Q69 L X d lJ l) .853
Q22 Q72 LX( 12.2) .848
Q23 Q73 LXt 13-2) .845
Q24 Q76 LX( 14.2) .890
Q25 Q78 LX(I5J>) .894
Q26 Q80 LXd6.2) .846
Q27 Q81 LX(17^) .805
Q28 Q83 L X (l8a) .866
Q29 Q85 LX(I9.2) .845
Q30 Q86 LXI20.2) .849
Q l Ql L Y d .I) .903
Q2 Q4 LY(2.l) .905
Q3 Q9 LY(3.I) .886
Q4 QIO LY(4.t) .896
Q5 Q13 LY(5.l) .885
Q16 QS6 LY(6.2) 894
table con’d
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Ql 7 Q57 LY(7.2> 911
Ql S Q58 LY(8.2) 877
QI9 Q59 LY(9.2) 898
Q20 Q63 LY(10.2) 913
Q3I Q89 L Y (IIJ ) 826
Q32 Q90 LYU2.3) 859
Q33 QI05 LY( 13.3) 847
Q34 QI09 LY( !4 J ) 854
Q35 Ql 11 L Y (i5 j) 842
Q36 Ql 13 LY( 16.3) 817
Q37 Ql 14 LY(17.3) .819
038 Q135 LY(I8.3) 812
Q39 Q139 LY(19.3) 797
(J40 Q 151 LY(20J) .773
To further clarify which items are being proposed for the final questionnaire. 
Table 5-27 provides an item to construct description.
Table 5-27: Retained Items for Pre-Test
Long-term Relationship Commitment:
Long-term relationship commitment is defined as the desire and/or actions o f  the customer to 
develop, maintain, or dissolve the long term relationship with the bank, it is facilitated 
through the degree o f  trust, dependence, satisfaction, and future behavioral intentions related 
towards the organization, from the point o f  view o f  the customer.
1. I want to continue doing business with my primary bank..
2. 1 am satisfied with the overall service provided by my primary bank..
3. 1 am very satisfied with the relationship that I have with my primary bank..
4. 1 would recommend my primary bank to a relative.
5. My experiences with my primary bank have assured me that it is my bank o f  choice for my 
banking needs.
table con’d
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Making Promises:
Making promises can be defined as the overt communications, messages, and/or service 
related cues generated by the organization and directed toward the customers, which are 
influential in the development o f  customer expectations. These messages are communicated 
through external marketing which is defined as the process o f  communicating or delivering 
the promises, and it involves such marketing activities as advertising, personal selling, 
promotions, pricing, facilities, and word-of-mouth communications.
6. My primary bank promises to delivery reliable and consistent service.
7. My primary bank promises to have knowledgeable employees.
8. My primary bank promises to have competitive rates.
9. My primary bank promises to provide a wide selection o f  services.
10. The decor in my primary bank is contemporary.
11. My primary bank has up-to-date equipment to serve my needs.
12. The lobbies o f  my primary bank are inviting.
13. The staff at my primary bank only try and sell me the services that I can use.
14. The staff at my primary bank have explained the variety o f  services that are available.
15. The advertisements o f  my primary bank are representative o f the services that are offer.
Expectations:
Expectations are defined as what the customer believes to be a feasible or reasonable service 
that s/he should receive from the organization, in terms o f  type, level, and quality o f  that 
service delivery.
16. My primary bank should provide accurate account information.
17. My primary bank should be committed to customer satisfaction.
18. I expect competitive fees and charges from my primary bank.
19. My primary bank should correct their mistakes quickly.
20. The employees at my primary bank should be well trained.
Enabling Promises:
Enabling promises is defined as the perceived commitment o f  management to provide 
employees with thorough training programs, up to date equipment, and the type o f  working 
environment that will motivate the employee, and instill a commitment to the organization. 
This involves a process called internal marketing which can be described as the process o f  
communicating within the organization, between management and the employees. This 
communication process will facilitate an environment that is supportive o f  the employee and 
prepares the employee for their job.
2 1. The staff at my primary bank seem to have equipment available to serve my needs.
table con’d
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22. The employees o f  my primary bank seem to enjoy their job.
23. The employees and managers o f  my primary bank seem to be committed to the customer’s 
satisfaction.
24. The employees o f  my primary bank seem to have a mutual respect for each other.
25. The staff o f  my primary bank seem to be empowered to solve problems and make decisions.
26. The management at my primary bank expresses their commitment to customer satisfaction.
27. The management at my primary bank appear to support the efforts o f  the employees.
28. My primary bank appears to facilitate a positive work environment.
29. I believe that my primary bank encourages a code o f  conduct that guides the behaviors o f  their 
employees.
30. The employees o f  my primary bank appear to understand the directives o f  management.
Keeping Promises:
Keeping promises can be described as the implementation o f  technology, the appropriate use 
o f  well trained employees, incorporating a high service level, and offering an appropriate 
service selection. It also involves two-way communication between the organization and the 
customer, which involves performance measurement, the evaluation o f  feedback, rewards for 
good relationships, and solutions necessary for service recovery. Keeping promises also 
involves an evaluation o f the employees and the functional service delivery. Customer- 
contact employees are defined as employees that are trained, equipped, empowered and 
motivated by the organization, which yields a person who has the ability and authority to 
respond to customer requests, solve or prevent customer problems, yet exhibits a love for the 
business and empathy towards the customer.
31. The staff at my primary bank are well trained.
32. The staff at my primary bank are friendly.
j j . My primary bank provides statements which are accurate.
34. My primary bank delivers quality services.
35. The staff at my primary bank are knowledgeable
36. My primary bank provides a wide variety o f  services.
37. My primary bank has convenient banking hours.
38. My primary bank corrects their mistakes quickly.
39. My primary bank has a process in place to handle customer complaints.
40. The employees o f  my primary bank are responsive to my needs.
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Making Promises Enabling Promises
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FIGURE 5-5: Path Coefficients for Structural Model
In summary, the proposed model is supported both conceptually and statistically, 
with the exception o f  the path between expectations and keeping promises. This 
path is both negative and insignificant in the full model. This may suggest that 
expectations due not influence initial evaluations, but rather has a more direct 
influence and impact on long-term evaluations.
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Experience Based Models: In order to perform an initial test o f the 
impact o f  experience on the model, two separate models were run. Experience 
was measured as both the longevity o f the relationship, and the relationship 
intensity (number of services utilized) with the primary bank. Based on a 
summed score between two scales, the sample was broken into two groups at the 
median score (10) [a 10 could represent a customer who has been with the bank 
for 6 years and utilizes 4 different services]. Therefore, low experience was 
classified as having a score o f 9 or below, while high experience was classified 
as having a score of 10 or above.
Several hypotheses were initially examined to see if  the levels varied as 
proposed due to differing experience levels. In particular, hypotheses HI, H4, 
H5, and H7 were examined, which corresponded to the effect o f experience on 
expectations, making promises, enabling promises, and keeping promises 
(utilizing the proposed items, factor scores were produced for each the factors). 
Using an ANOVA, the means for each factor were examined by levels o f 
experience, to determine if  experience would in fact have a significant effect as 
proposed. Significant F-values were found for HL, H4, and H5, but there was no 
significant difference in the evaluation o f keeping promises due to experience 
(H7). Although, H7 was insignificant, the means were in the proposed direction. 
In total, this indicates that a  majority o f the effects exist as proposed. Further and
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more in-depth examinations and interpretations, regarding the impact of 
experience, will be conducted in the final study.
The models for high experience (figure 5-6) and low experience (figure 5- 
7) are illustrated below. The general fit statistics do not differ significantly from 
the full model, thus specific discussions regarding these criteria will be reserved 
for the final study. O f particular importance in this examination, is to determine 
whether the construct relationships changed due to the influence o f experience. 
An examination o f the model illustrates that the relationship strength between 
several constructs varies as proposed. In this high experience model, the path 
between making promises and expectations, expectations and keeping promises 
and the path between expectations and long-term relationship commitment were 
each weaker as proposed. Other paths increased in strength indicating that 
customers with more experience with the organization are not as dependent on 
the promises o f  the organization or their own expectations, but evaluate the 
organization based on its performance. A majority o f the paths have significant t- 
values, which is a positive contribution to the theoretical and structural make-up 
o f the model. Overall, the paths represented in the following figures indicate that 
the relationships are in a direction and strength that was proposed. The following 
models provide an illustrative portrait o f  these results.
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Figure 5-6: High Experience Model
The low experience model is illustrated in figure 5-7 below. As in the 
high experience model, the general fit statistics do not differ significantly from 
the full model, thus specific discussions regarding these criteria will be reserved 
for the final study. O f particular importance in this examination, is to determine 
whether the construct relationships changed due to the influence o f  low levels o f 
experience. This low experience model indicates that the relationship strength
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between several constructs varies as proposed. In this low experience model, the 
path between making promises and expectations, expectations and keeping 
promises and the path between expectations and long-term relationship 
commitment were each stronger as proposed. Other paths decreased in strength 
indicating that customers with less experience with the organization are more 
dependent on the promises o f  the organization and their own expectations, and 
can not evaluate the organization’s performance as effectively.
Making Promises Enabling Promises
Keeping Promises
Customer Contact 
Employee
Service Delivery 
Evaluation.42114345)
Long-Term Relationship 
Commitment
Customer Expectations
J
Figure 5-7: Low Experience Model
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Implications
The results o f these five studies have provided the basis for the 
development of a comprehensive measurement devise, which exhibits internal 
consistency, reliability, discriminate validity, and multivariate normality. This 
measurement devise should prove satisfactory for the measurement o f the 
proposed constructs, and the subsequent analysis o f the structural relationships. 
To further analyze these relationships, the final study was conducted utilizing a 
40 item questionnaire (Appendix D). The sample was based on a random sample 
of banking customers. The sample size was 421, which was large enough to be 
broken into two groups o f 200. The data analysis was conducted in a manner as 
prescribed in the research methodology, and utilized in the pre-test. Specifically, 
the measurement model was analyzed to re-confirm its measurement properties. 
Then the structural model was analyzed in order to determine if  it is 
representative o f the hypothesized relationships. In accordance with the proposed 
hypotheses, the influence o f  relationship intensity and longevity was examined in 
order to determine whether there are resulting changes in the structural model. In 
conclusion, the results o f the final study provide empirical justification and 
support regarding the concept o f promises and its ultimate impact on relationship 
commitment.
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CHAPTER 6
STRUCTURAL MODEL EVALUATION AND HYPOTHESES RESULTS 
Introduction
Chapter 6 o f this dissertation research discusses the evaluation o f the 
measurement model, structural model, and the results of the hypotheses tests. A 
detailed description o f the procedures and criteria used to evaluate the structural 
model are included in the discussion. Based on the specified model, the results of 
the hypotheses tests are reported. Finally, the chapter concludes with a 
discussion o f the examination o f mean level and structural model moderators.
The model under examination is illustrated in Figure 6.1 below.
Sample Results
The questionnaire was administered to a simple random sample o f bank 
customers, in order to determine if the items would remain consistent with a 
sample that is characteristic o f the general study population. Based on a random 
number generation sequence, 3500 households were selected as the sample 
population (This was pulled from a total population o f 9000 households, from 
the participating bank’s current customer list). A mail survey was sent to each 
household, and it was requested that the head o f  the household fill out the 
instrument and return it in the postage paid return envelope. Over a three week 
period, 466 surveys were returned (13% return rate - a follow-up questionnaire 
was also utilized to address the issue o f  non-response error).
162
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FIGURE 6-1: Promises, Expectations and Commitment Model
O f the total number o f surveys returned, 421 (sample size) surveys were retained 
for further examination. The sample characteristics indicate that respondents 
were fairly representative o f  the general population. There was particular balance 
in regards to education, income and marital status. Some insignificant concerns 
centered on a mean age o f a little less than 36 years, and 54% female o f  total 
respondents. Table 6-1.1 provides more detailed descriptions regarding the 
sample characteristics.
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Table 6-1.1: Sample Characteristics: Study Group
Sample Size Random 421 respondents
Age X 35.8 years
Gender Male 46%
Female 54%
Ethnic Background African-American 6.0%
Asian American 3.0%
Caucasian-American 74.3%
Hispanic-American 13.3%
Native-American 1.9%
Foreign Bom 1.5%
Marital Status Never Married 38.0%
Married 45.8%
Now Single 16.2%
Education High School Grad 13.0%
Some College 45.1%
College Grad 34.2%
Graduate Work 6.9%
Terminal Degree 1.0%
Income <520,000 21.9%
520,000 - 534,999 20.7%
$35,000 -  549,999 20-2%
550,000 -  S64.999 - 18.3%
565,000-579,999 10.2%
580,000 + 8.8%
Longevity X 6.1 years
Services Used X 3.9 services
Satisfaction X 5.613
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Non-response Error
One last test o f the general applicability o f the sample involves an 
evaluation as to whether non-response error may exist. This is important in order 
to determine whether there were any differences between those people that did 
participate in the study and those who did not. Those in the sample that did 
respond may not represent the population about which we wish to make 
inferences (Scheaffer et al. 1990). For instance, in a survey to determine 
customer acceptance of a new monthly fee for checking services, the only people 
to respond might be those people violently opposed to the fee.
Since the response rate was a low but expected 13%, a follow-up 
procedure was utilized to assess whether any non-response error existed. A total 
o f 250 random sample elements o f the 3000 elements which did not reply to the 
first questionnaire were contacted via the telephone. O f these 250 elements, 52 
agreed to answer the questionnaire over the phone. In order to determine whether 
there were any demographic or perceptual differences between this follow-up 
group and the study group, the sample characteristics illustrated in Table 6-1.2 
were compared to the sample characteristics in Table 6-1.1. The sample 
characteristics were very similar to those obtained in the full sample, which is an 
indication that there should not be any sample bias.
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Table 6-1.2: Sample Characteristics: Follow-up Group
Sample Size Random 52 respondents
Age X 36.9 years
Gender Male 48%
Female 52%
Ethnic Background African-American 5.5%
Asian American 1.0%
Caucas ian-American 75.5%
Hispan ic-American 15.0%
Native-American 2.0%
Foreign Bom 1.0%
Marital Status Never Married 36.0%
Married 44.2%
Now Single 19.8%
Education High School Grad 15.1%
Some College 43.0%
College Grad 35.9%
Graduate Work 6.0%
Terminal Degree 0 %
Income < S20.000 19.2%
520,000-S34.999 22.3%
S35.000 -  $49,999 18.4%
S50.000 -  564,999 20.1%
565,000-579.999 10.5%
580,000 + 9.5%
Longevity X 6.5 years
Services Used X 42 . services
Satisfaction X 5.864
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Utilizing a means analysis comparison between the two groups, it was found that 
there was not a statistically significant difference between the groups for any of 
the measures illustrated in Table 6-1.1 and Table 6-1.2. This provides evidence 
to indicate that the results of this study should be not be biased due to non­
response error.
Model Evaluation
The structural model was estimated in LISREL 8 with a correlation matrix 
as input (see Appendix E). The two-step approach (Anderson and Gerbing
1988) was used to estimate the structural model, whereby the measurement 
model was estimated and respecified separately from the structural model. The 
measurement model estimation was reported in Chapter 5. In order to confirm 
the integrity’ o f the measurement model, it will be assessed again this chapter.
The measurement model was respecified with fewer items than proposed in order 
to maintain the statistical integrity necessary to analyze structural model. The 
following discussions focus on the analyzes o f the measurement model and the 
structural model.
Factor Analysis: In the first step, a principal component factor analysis 
with a varimax rotation was performed on the 40 items (Churchhill 1979). In the 
first run, the factor solution was not constrained to a specific number o f  factors. 
This yielded a six factor solution, but there was evidence that 8 o f  the items
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deriving the extra factors were acting in an unstructured manner (no loading 
above .5). These 8 items were dropped from further consideration, and the factor 
analysis was then run again. The results illustrated that there were 5 factors as 
proposed, and it illustrated that, with a varimax rotation, the remaining 32 
individual loaded on the five factors as proposed. The five factors extracted, 
explained 74.3% of the variance, with eigenvalues ranging from 17.4 to 1.13.
The remaining 32 items were then subjected to further analyses.
The next stage o f the analysis consisted o f an exploratory analysis o f  the 
data. In a sequential process, each construct was subjected to an exploratory 
factor analysis, which utilized several criteria in order to determine appropriate 
item-construct associations. Each factor had to pass the Bartlett test o f sphericity 
with a significant value, and all individual items with less than .5 loadings on 
their specified factor should be dropped from consideration. After multiple 
iterations utilizing these criteria and incorporating the ideals o f parsimony, all 32 
items were retained for further analyses (The number o f items associated with 
each construct and various measurement indices are illustrated in Table 6-3).
Multivariate Normality: As in the Pilot Studies and Pre-test, multivariate 
normality was examined by both a graphical examination o f  the data distribution 
and statistical test for the remaining items. Histograms o f  the data distributions 
o f  the variables did not exhibit departures from normality. In addition, the
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skewness and kurtosis statistics of each o f these variables were within an 
acceptable range (less than ± 1.96, which corresponds to a .05 error level). 
Finally, the Shapiro-Wilke's, and Mardia tests further confirmed that there were 
no departures from normality, and that the distributional characteristics o f the 
data would not influence the results (Hair et al. 1995).
Dimensionality and The Measurement Model: The 32 items retained 
were analyzed in a confirmatory factor analysis via LISREL 8. A five factor 
model representing the hypothesized structure o f the scale was estimated in order 
to assess the overall dimensional structure o f  the model.
In this analysis, no items indicated problematic loading structures. All 32 
items showed significant loadings (T-value greater than 2.56) on their factors. 
Overall fit (Illustrated in Table 6-2) o f the five factor model was very good, and 
showed a significant improvement over the two pilot studies and pre-test (x2 = 
478.7.38 d.f. = 454). The other fit statistics suggest adequate model fit for the 
five factor structure. The goodness-of-fit index (GFI) was .958 and the (AGFI) 
was .952. In addition. Bender's (1990) comparative fit index (CFI) and the 
Tucker-Lewis index (TLI), which are robust to sampling characteristics, were 
greater than .98, which is within the acceptable range for designating adequate 
fit (Bender 1990: Bollen 1989). Overall, these fit statistics illustrate a noticeable 
improvement in comparison to the pilot studies and pre-test, and provides
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evidence that indicates that the measurement model will prove to be a suitable
devise to be used in the structural model analysis. 
Table 6-2: Fit Statistics For Measurement Model
X‘ d f GFI AGFl TLI CFI RMSR
678.70 454 .958 .952 .981 .981 .061
To further examine the measurement integrity o f the model. The 
individual item loadings are illustrated in Table 6-3, in which each o f the 
coefficients is significant with a T-value greater than 2.58.
Table 6-3: Measurement Model Loadings
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Question 4 Items Kl k2 n i n2 03
Final Study
Q6 L X tU ) .726
Q7 LX(2.l) .749
Q8 LX(3.l) .815
Q9 LX(4.1) 892
Q13 LX(S.l) 903
Q I4 LX(6.1) .866
Q t5 LX(7.l) .843
Q22 LX(8J!) .777
Q23 LX(9.2) .862
Q24 LX(lOa) .771
Q2S L X (IU ) .816
table con'd
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Q26 LX( 12^2) .898
Q27 LX(I3,2) .851
Q28 LX(I4.2) .874
Q29 LX( 15,2) .743
Q30 LX(I6,2) .806
Ql LY(I.I) .899
Q2 LY(2.I) .940
Q3 LY(3.l) .948
Q4 LY(4.I) .888
Q5 LY(5,I) .945
Q I6 LY(6.2) .864
Q I7 LY(7.2) .871
Q I8 LY(8.2) .843
QI9 LY(9,2) .814
Q20 LY(I02>) .875
Q34 L Y (I4J) .852
035 LY(15J) .958
Q36 LY( 163) .798
Q38 L Y (I8J) .858
Q39 LY(19J) .770
Q40 LY(2(U) .918
To further clarify which items are associated with which constructs. Table 6-4 
provides an item to construct description. This should help to clarify both the 
meaning o f the construct and the individual items. In alternative analyses o f 
these items via face validity procedures, it was shown that meaning was 
consistent within each construct.
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Long-term Relationship Commitment:
Long-term relationship commitment is defined as the desire and/or actions o f  the customer to 
develop, maintain, or dissolve the long term relationship with the bank. It is facilitated 
through the degree o f  trust, dependence, satisfaction, and future behavioral intentions related 
towards the organization, from the point o f  view o f  the customer.
1. 1 want to continue doing business with my primary bank..
2. I am satisfied with the overall service provided by my primary bank..
I am very satisfied with the relationship that I have with my primary bank..
4. I would recommend my primary bank to a relative.
5. My experiences with my primary bank have assured me that it is my bank o f  choice for my 
banking needs.
Making Promises:
Making promises can be defined as the overt communications, messages, and/or service 
related cues generated by the organization and directed toward the customers, which are 
influential in the development o f customer expectations. These messages are communicated 
through external marketing which is defined as the process o f  communicating or delivering 
the promises, and it involves such marketing activities as advertising, personal selling, 
promotions, pricing, facilities, and word-of-mouth communications.
6. My primary bank promises to delivery reliable and consistent service.
7. My primary bank promises to have knowledgeable employees.
8. My primary bank promises to have competitive rates.
9. My primary bank promises to provide a wide selection o f  services.
13. The staff at my primary bank only try and sell me the services that I can use.
14. The staff at my primary bank have explained the variety o f  services that are available.
15. The advertisements o f  my primary bank are representative o f  the services that are offer.
table con’d
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Expectations:
Expectations are defined as what the customer believes to be a feasible or reasonable service 
that s/he should receive from the organization, in terms o f  type, level, and quality o f  that 
service delivery.
16. My primary bank should provide accurate account information.
17. My primary bank should be committed to customer satisfaction.
18. 1 expect competitive fees and charges from my primary bank.
19. My primary bank should correct their mistakes quickly.
20. The employees at my primary bank should be well trained.
Enabling Promises:
Enabling promises is defined as the perceived commitment o f  management to provide 
employees with thorough training programs, up to date equipment, and the type o f  working 
environment that will motivate the employee, and instill a commitment to the organization. 
This involves a process called internal marketing which can be described as the process o f  
communicating within the organization, between management and the employees. This 
communication process will facilitate an environment that is supportive o f  the employee and 
prepares the employee for their job.
22. The employees o f my primary bank seem to enjoy their job.
23. The employees and managers o f  my primary bank seem to be committed to the customer’s 
satisfaction.
24. The employees o f  my primary bank seem to have a mutual respect for each other.
25. The staff o f  my primary bank seem to be empowered to solve problems and make decisions.
26. The management at my primary bank expresses their commitment to customer satisfaction.
27. The management at my primary bank appear to support the efforts o f  the employees.
28. My primary bank appears to facilitate a positive work environment.
29. I believe that my primary bank encourages a code o f  conduct that guides the behaviors o f  their 
employees.
30. The employees o f  my primary bank appear to understand the directives o f  management.
table con'd
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Keeping Promises:
Keeping promises can be described as the implementation o f  technology, the appropriate use 
o f  well trained employees, incorporating a high service lev e l. and offering an appropriate 
service selection. It also involves two-way communication between the organization and the 
customer, which involves performance measurement, the evaluation o f  feedback, rewards for 
good relationships, and solutions necessary for service recovery. Keeping promises also 
involves an evaluation o f  the employees and the functional service delivery. Customer- 
contact employees are defined as employees that are trained, equipped, empowered and 
motivated by the organization, which yields a person who has the ability and authority to 
respond to customer requests, solve or prevent customer problems, yet exhibits a love for the 
business and empathy towards the customer.
33. My primary bank provides statements which are accurate.
34. My primary bank delivers quality services.
36. My primary bank provides a wide variety o f  services.
38. My primary bank corrects their mistakes quickly.
39. My primary bank has a process in place to handle customer complaints.
40. The employees o f  my primary bank are responsive to my needs.
Internal Consistency and Reliability: As in the pre-test, each construct 
was evaluated on its level o f variance extracted (VE) at an eigenvalue greater 
than one, which provides evidence of internal consistency, and identifies the 
amount o f variance captured by a construct's measures relative to random 
measurement error. Variance extracted estimates o f .50 and above support 
internal consistency o f scale measures (Fomell and Larker, 1981), and each 
factor yielded a level much higher (>.72% ) than this minimum (Illustrated in 
Table 6-5). Evidence for internal consistency is also suggested by composite 
reliability, and coefficient alpha. Composite reliability can be generated in 
structural equation modeling programs (LISREL), and used to evaluate the 
consistency o f  measures (which represents the degree to which the factor
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structure can be replicated using correlational associations) (Fomell and Larker. 
1981). Composite reliability (Comp, a) was higher than .89 for the each 
construct, which is sufficiently higher than the minimum recommended level of 
.60 (Fomell and Larker. 1981). A reliability check and Cronbach's alpha (Coef. 
a) were also calculated. Incorporating the retained items, the coefficient alpha 
was higher than .87 for each construct. The following table illustrates the results 
across each factor.
Table 6-5: Internal Consistency & Reliability
Items
Retained
COEF. a COMP, a V .E . E.L.
ENDOGENOUS VARIABLES
Long-Term Relationship (nO 5 .9621 .9674 88.7% >.91
Expectations ml) 5 .8754 .8912 79.4% >.73
Keeping Promises (nO 6 .9113 .9461 77.8% >.80
EXOGENOUS CONSTRUCTS
Making Promises (k I) 7 .9000 .9000 73.6% >.74
Fnahlino Promises __ . . . .  9 9450 9465 77 9»/n >81
Discriminant Validity: Fomell and Larker (1981) point out that 
discriminate validation is absolutely necessary to really pin down the meaning o f 
measures. This means there should be low correlations between the measure o f 
interest and other measures not measuring the same variable or concept. Based 
on the confirmatory factor analysis, discriminant validity was assessed between
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the five constructs. For each factor, the variance extracted was calculated (refer 
to Table 6-5), and the average variance extracted was calculated for each 
possible pair combination among the factors and compared to the phi estimate 
squared [the average $ 2 = .3196 (correlation between two dimensions). The 
highest paired combination was .672 and the lowest was .0967, which were 
considerably lower than any paired combination of V.E.] for each the paired 
combinations. The comparison illustrated that the average variance extracted 
was greater than <£2 (for example .7291 > .3196). This provides evidence that 
each factor illustrates discriminant validity in comparison to each o f the other 
factors.
Structural Model Evaluation
Several criteria may be used to evaluate the structural model. Those 
criteria which were investigated can be divided into two categories: overall fit 
and structural fit. Overall model fit was assessed using multiple criteria, as 
recommended by Bagozzi and Yi (1988) and Bollen (1989, 1990). Levels o f fit 
in the range o f .90 across fit indices (i.e. GFI, AGFI, TLI, and CFI) were deemed 
acceptable (Bollen 1990). To test the structural fit, the parameters o f the 
structural model and the R2 for the structural equations were examined. Paths 
with t-values o f greater than 1.65 were considered significant at alpha-.05 (one- 
tail test). R2 represented the amount o f  variance explained in the endogenous
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constructs. Although levels o f R: vary given the relationship of interest, amounts 
greater than .50 were desirable. The following sections report the results o f the 
structural model fit.
Overall Model Fit: The structural model illustrated in Figure 6 .1 was 
analyzed via LISREL 8 in order to compute the fit indices used to evaluate 
overall model fit. The overall fit indices for the structural model are shown in 
Table 6-6. The structural model has five constructs and 32 indicators, which 
provides for an interesting analysis o f the proposed relationships. The full model 
displayed a x2 at 478.70 with d f  o f 455, while the null model had a x2 of 1854.56 
(d f  o f 496). which indicates that the fitted model fits better than the null. The 
goodness-of-fit index (GF1) was .944 and the (AGFI) was .935. In addition, 
Bentler's (1990) comparative fit index (CFI) and the Tucker-Lewis index (TLI), 
which are robust to sampling characteristics, were greater than .88, which is 
close to the acceptable range for designating adequate fit (Bentler 1990; Bollen
1989). Another important result was that the RMSR was fairly low, which was 
surprising considering the number o f  items involved in the analysis. Table 6-6 
illustrates these results, and provides a comparison with the null model.
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Table 6-6: Fit Statistics For Structural Model
•>
T d f GFI AGFI TLI CFI RMSR
SO 605.38 458 0.944 0.935 0.883 0.884 0.089
Null 1854.86 496 0.499 0.458 N/A N/A 0.284
Structural Fit: Structural model fit was evaluated by two criteria: 
statistical significance o f path coefficients and R2. Statistical significance o f each 
structural coefficient was determined by comparing the t-value o f the path 
estimate to a value of 1.65. Estimated values greater than 1.65 were considered 
significant at p<.05 level. The structural paths, coefficients and t-values are 
illustrated in Figure 6-2, and Table 6-7.
These path estimates illustrate that the relationships among the constructs 
exist as proposed. The only detraction from this statement is the path between 
expectations and keeping promises, which does not have a significant value. This 
indicates that expectations may not influence the evaluation o f the organization's 
ability to keep it’s promises. The remainder o f  the relationships have significant 
power associations, and they are in the proposed direction, which provides 
support for the theoretical propositions. These relationships will be discussed in 
greater detail as a component o f the hypothesis analysis section.
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Making Promises Enabling Promises
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Figure 6-2: Full Structural Model
Table 6-7: Path Estimates of Structural Model: Conceptual Model
Path Estimate T-value
Making Promises Expectations 0.767 8.068
Enabling Promises » +  Keeping Promises 0.787 9.113
Expectations Keeping Promises 0.067 1.023
Expectations L.T.R. Commitment 0.262 3.248
Keeping Promises »*■ L.T.R. 
Commitment
0.388 5.172
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The second criteria used to assess structural fit was R2. R2 represented the 
degree o f explained variance which may be associated with each dependence 
relationship. Although levels o f R2 vary given the relationship o f interest, 
amounts greater than .50 were desirable. Table 6-8 lists the R2 values for each of 
the constructs.
Table 6-8: R2 for Structural Equations: Conceptual Model
Endogenous Construct R2 for Structural Equations
L.T.R. Commitment .687
Customer Expectations .630
Keeping Promises .605
Each o f the above endogenous constructs illustrates an R2 for Structural 
Equations above the recommended level o f .50. which indicates that these 
constructs represent a majority o f the explained variance and are therefore 
representative o f the described construct.
One final analysis o f  the structural model involves an examination o f  the 
correlations among the proposed constructs. These correlations are presented in 
Table 6-9 below. The correlation levels indicate that the proposed constructs do 
not have associations that are either below or out o f  range for their proposed 
associations.
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Table 6-9: Correlation Matrix for Constructs
LTC Exp KP MP EP
Long-Term Commitment 1.000
Expectations 0.198 1.000
Keeping Promises 0.702 0.662 1.000
Making Promises 0.237 0.667 0.250 1.000
Enabling Promises 0.289 0.191 0.706 0.280 1.000
Each o f the above results indicate that the proposed model does not need 
to be respecified at this time. Thus, If  there is no need to respecify, the following 
examinations will focus on the structural integrity o f the high experience model 
and the integrity o f the low experience model.
In summary, the proposed model is supported both conceptually and 
statistically, with the exception of the path between expectations and keeping 
promises. This path is both negative and insignificant in the full model. This may 
suggest that expectations due not influence initial evaluations, but rather has a 
more direct influence and impact on long-term evaluations. The following 
analyses o f  the low and high experience models will provide an indication as to 
whether experience moderates this relationship and the other paths.
Experience Based Models
In order to perform a test o f  the impact o f  experience on the model, two 
separate models were run. Experience was measured as both the longevity o f the
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relationship, and the relationship intensity (number o f services utilized) with the 
primary bank. Based on a summed score between two scales, the sample was 
broken into two groups at the median score (10) [a 10 could represent a customer 
who has been with the bank for 6 years and utilizes 4 different services]. 
Therefore, low experience was classified as having a score o f 9 or below, while 
high experience was classified as having a score o f 10 or above. The original 
data set was comprised o f 4 2 1 subjects. This data set was divided based on 
experience level. The low experience group had an N=220, and the low 
experience group had an N=201.
Low Experience Model: Structural Analysis:
Overall Model Fit: The structural model illustrated in Figure 6.1 was 
analyzed via LISREL 8 in order to compute the fit indices used to evaluate 
overall model fit. The overall fit indices for the structural model are shown in 
Table 6-10. The full model displayed a x2 at 506.68 with d fo f 458, while the 
null model had a x2 o f 1631.75 {d f  o f 496), which indicates that the fitted model 
fits better than the null. The goodness-of-fit index (GFI) was .956 and the 
(AGFI) was .950. In addition, Bernier's (1990) comparative fit index (CFI) and 
the Tucker-Lewis index (TLI), which are robust to sampling characteristics, were 
greater than .95, which is within the acceptable range for designating adequate 
fit (Bentler 1990; Bollen 1989). Another important result was that the RMSR
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was fairly low, which was surprising considering the number o f items involved 
in the analysis. Table 6-10 illustrates these results, and provides a comparison 
with the null model.
Table 6-10: Fit Statistics For Structural Model (Low Experience Model)
*>
T d f .GFl AGFI TLI CFI RMSR
SO 506.68 458 0.956 0.950 0.954 0.952 0.068
Null 1631.75 496 0.509 0.569 N/A N/A 0.178
Structural Fit: Structural model fit was evaluated by two criteria: 
statistical significance o f  path coefficients and R2. Statistical significance o f 
each structural coefficient was determined by comparing the t-value o f the path 
estimate to a value o f 1.65. Estimated values greater than 1.65 were considered 
significant at p<.05 level. The structural paths, coefficients and t-values are 
illustrated in Figure 6-3, and Table 6-11.
The path estimates illustrate that the relationships among the constructs 
exist as proposed. The second criteria used to assess structural fit was R2. R2 
represented the degree o f explained variance which may be associated with each 
dependence relationship. Although levels o f R2 vary given the relationship o f 
interest, amounts greater than .50 were desirable. Table 6-12 lists the R2 values 
for each o f  the constructs.
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Making Promises Enabling Promises
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Figure 6-3: Path Coefficients: Low Experience Model
Table 6-11: Path Estimates of Structural Model: Low Experience Model
Path Estimate T-value
Making Promises »♦ Expectations 0.719 7.415
Enabling Promises *+ Keeping Promises 0.671 8.364
Expectations Keeping Promises 0.319 4.356
Expectations »*■ L .T it. Commitment 0.304 3.092
Keeping Promises •+ L.T.R. Commit. 0.300 3.488
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Table 6-12: R2 for Structural Equations: Low Experience Model
Endogenous C onstruct R2 for S tructural Equations
L.T.R. Commitment .726
Customer Expectations .659
Keeping Promises .582
Each of the above endogenous constructs illustrates an R2 for Structural 
Equations above the recommended level of .50, which indicates that these 
constructs represent a majority o f the explained variance and are therefore 
representative o f the described construct.
In summary, this low experience model differs from the main model 
because of several criteria. For instance, the path between expectations and 
keeping promises is positive and significant in this model (as proposed in the 
hypothesis). The relationship between enabling promises and keeping promises 
is positive and significant, bit it is noticeably less than in the main model. The 
significance o f  these changes will be examined in greater detail with an 
individual analysis o f  the hypotheses. These path loadings provide initial results 
to indicate that experience may in fact moderate some o f  the proposed 
relationships. These relationships will be discussed in greater detail as a 
component o f the hypothesis analysis section.
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High Experience Model: S tructural Analysis 
Overall Model Fit: The structural model illustrated in Figure 6.1 was 
analyzed via LISRJEL 8 in order to compute the fit indices used to evaluate 
overall model fit. The overall fit indices for the structural model are shown in 
Table 6-13. The full model displayed a x2 at 608.06 with d f  o f 458, while the 
null model had a x2 of 2514.33 {df of 496), which indicates that the fitted model 
fits better than the null. The goodness-of-fit index (GFI) was .923 and the 
(AGFI) was .910. In addition, Bender's (1990) comparative fit index (CFI) and 
the Tucker-Lewis index (TLI), which are robust to sampling characteristics, were 
greater than .92, which is within the acceptable range for designating adequate 
fit (Bentler 1990; Bollen 1989). Another important result was that the RMSR 
was fairly low, which was surprising considering the number o f items involved 
in the analysis. Table 6-13 illustrates these results, and provides a comparison 
with the null model.
Table 6-13: Fit Statistics For S tructural Model: High Experience Model
■y
x- d f GFI AGFI TLI CFI RMSR
SO 608.06 458 0.923 0.910 0.920 0.921 0.085
Null 2514.33 496 0.642 0.592 N/A N/A 0.214
Structural Fit: Structural model fit was evaluated by two criteria: 
statistical significance o f path coefficients and R2. Statistical significance o f
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structural coefficient was determined by comparing the t-value o f the path 
estimate to a value o f 1.65. Estimated values greater than 1.65 were considered 
significant at p<.05 level. The structural paths, coefficients and t-values are 
illustrated in Figure 6-4. and Table 6-14.
These path estimates illustrate that the relationships among the constructs 
exist as proposed. The is illustrated by the path between expectations and Long- 
Term Relationship Commitment, which does not have a significant value. This 
indicates that expectations may not be as important for customers (with more 
experience) when determining long-term commitment. These relationships will 
be discussed in greater detail as a component o f the hypothesis analysis section. 
Table 6-14: Path Estimates of Structural Model: High Experience Model
Path Estimate T-value
Making Promises Expectations 0.710 7.903
Enabling Promises Keeping Promises 0.836 9.673
Expectations »*• Keeping Promises 0.210 3.439
Expectations »*- L.T.R. Commitment 0.136 1.683
Keeping Promises »*• L.T.R. Commit. 0.326 4.968
The results outlined in this table and illustrated in figure 6-4 provide interesting 
findings regarding those respondents with high levels o f experience.
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Figure 6-4: Path Coefficients: High Experience Model
The second criteria used to assess structural fit was R2. R2 represented the 
degree o f  explained variance which may be associated with each dependence 
relationship. Although levels o f R2 vary given the relationship o f  interest, 
amounts greater than .50 were desirable. Table 6-15 lists the R2 values for each 
o f the constructs.
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Table 6-15: R2 for Structural Equations: High Experience Model
Endogenous Construct R2 for Structural Equations
L.T.R. Commitment .773
Customer Expectations .648
Keeping Promises .569
Each o f the above endogenous constructs illustrates an R2 for Structural 
Equations above the recommended level o f  .50, which indicates that these 
constructs represent a majority o f the explained variance and are therefore 
representative o f  the described construct.
In summary, this high experience model differs from the main model 
because o f several criteria. For instance, the path between expectations and long­
term relationship commitment is positive, but insignificant in this model (as 
proposed in the hypothesis). The relationship between enabling promises and 
keeping promises is positive and significant, but it is noticeably more than in the 
main model. The significance o f these changes will be examined in greater detail 
with an individual analysis o f the hypotheses. These path loadings provide initial 
results to indicate that experience may in fact moderate some o f  the proposed 
relationships. These relationships will be discussed in greater detail as a 
component o f the hypothesis analysis section.
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Hypotheses Results
A total o f thirteen hypotheses representing mean levels and the structural
relationships among the constructs o f the conceptual model were tested.
Empirical support for some hypotheses was determined by the statistical
significance of the corresponding path estimate and the direction o f the
relationship. For other hypotheses, mean level difference tests were conducted in
order to determine whether the moderating variable (experience) had an impact
on the proposed relationships and the mean level o f the constructs. In total 8 of
the 13 hypotheses were shown to be true. Each of the hypotheses is discussed in
greater detail in the following section.
Prim ary Hypotheses: Each o f these hypotheses examined the primary
relationship among the constructs utilizing the full model, and holding the
effects o f experience constant.
M aking Promises: The first primary hypothesis examined the positive
relationship between the promises made by the organization and the
development o f customer expectations.
H2: Promises made by the organization will significantly influence
customer expectations.
The gamma parameter estimate (Yoj) o f 0.767 was significant (t-value = 8.068).
Thus, this hypothesis was supported. Customer expectations appear to be
influenced by the promises that organization makes.
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Enabling Promises: The second primary hypothesis examines the 
positive relationship between the ability o f the organization to enable promises 
and the customer’s evaluation o f the organization’s ability to keep it’s promises.
H6: The organization’s ability or perceived ability to enable promises
will have a significant influence on the customer’s evaluation o f 
the organization’s ability to keep its promises. Therefore, there will 
be a positive and significant relationship between the act of 
enabling promises and the act o f keeping promises.
The gamma parameter estimate (y32) o f 0.787 was significant (t-value = 9.113).
Thus, this hypothesis was supported. Evaluations o f the organization’s ability to
keep promises appears to be influenced by the organization’s attempts to enable
promises.
Custom er Expectations: The third primary hypothesis examines the 
positive relationship between customer expectations and subsequent evaluations 
o f  the organization’s ability to keep promises.
H8: Customer expectations will positively and significantly influence
customer evaluation’s o f the organization’s ability to keep 
promises.
The beta parameter estimate (P3J!) o f 0.067 was insignificant (t-value = 1.023). 
Thus, this hypothesis was not supported. Therefore, expectations did not appear 
to affect the customer’s evaluation o f the organization’ s ability to keep it’s 
promises.
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The fourth primary hypothesis examines the positive relationship between 
expectations and long-term relationship commitment.
HIO: Customer expectations will be directly, positively, and significantly 
related to the development o f  long-term relationship commitment.
The beta parameter estimate (Pia) o f 0.262 was significant (t-value = 3.248). 
Thus, this hypothesis was supported. It therefore appears that customer 
expectations have a positive and significant effect on customer’s long-term 
relationship commitment to the organization.
Keeping Promises: The fifth primary hypothesis examines the positive 
relationship between the act of keeping promises and the development of long­
term relationship commitment.
H12: The act o f keeping promises will be positively and significantly 
related to the development o f long-term relationship commitment.
The beta parameter estimate (P,3) o f 0.388 was significant (t-value = 5.172).
Thus, this hypothesis was supported, [t therefore appears that the act o f keeping
promises has a positive and significant effect on the development o f  customer’s
long-term relationship commitment to the organization.
Summary: Five structural hypotheses were tested. A  summary o f the tests
o f these hypotheses is reported in Table 6-16.
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Hypothesis +/- Findings
H:: Making Promises -> Customer Expectations - Significant: Fail to Reject
H4: Enabling Promises -> Keeping Promises Significant: Fail to Reject
H„: Customer Expectations -> Keeping Promises - Insignificant: Reject
H,qr Customer Expectations LTRC Significant: Fail to Reject
H,.: Keeping Promises -> LTRC - Significant: Fail to Reject
These relationships and path estimates are depicted in Figure 6-2. Additional 
hypotheses tests incorporating moderating effects are discussed in the next 
section.
M oderated Hypotheses: Analysis o f  variance tests were used to test for 
mean level differences. The moderated path coefficients were assessed by 
utilizing a t-test in order to determine whether there was a significant difference 
between the independent path, coefficients. The results o f the tests for each o f 
these moderators is discussed below. For all tests, experience level is the 
independent variable represented by a single variable derived from two 
measures. Experience is a summed score between the longevity o f the 
relationship, and the relationship intensity (number o f  services utilized) with the 
primary bank. Based on the summed score, the mean evaluations were usually 
broken into two groups at the median score (10) [a 10 could represent a customer 
who has been with the bank for 6 years and utilizes 4  different services]. Those
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
194
groups below ten were considered to be low experience, and those groups above 
ten were considered to be of high experience with the bank. The various 
dependent measures are equal to the sum o f the averages for the various items.
M oderated Mean Levels: in order to determine whether there was a 
significant difference between mean levels, an ANOVA was run which provided 
an F-statistic. The treatment or moderating variable is the level of experience that 
customers have with their primary bank. It is proposed that the mean levels will 
change due to experience level.
The first moderated hypothesis suggests that those customers with less 
experience with the bank will rate the promises o f the organization at a higher 
level than those customers with more experience.
H I: Customers with less experience with their primary bank will be
more dependent on the promises that bank has made (more services 
offered, higher quality, more competitive, etc.) than those 
customers with more experience. (This will be measured via a 
higher level o f agreement in regards to the types o f promises the 
bank has made.)
The F-statistic o f  .4068 was insignificant (p=.5240). This suggests that 
experience level does not influence the evaluations o f the promises that the 
organization makes. In other words, differences in the evaluation o f the bank's 
promises are not influenced by experience level.
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The second moderated hypothesis states that customers with high 
experience will have higher levels o f  expectations than those customers with low 
levels o f experience.
H4: Expectations will be higher for the customers with less experience
because they are more dependent on the promises o f the 
organization.
The F-statistic o f 4.5581 was significant (p=.0333). This hypothesis was 
supported, which suggests that customers who have less experience with bank 
may have higher expectations.
The third moderated hypothesis suggests that customers with high 
experience will have a higher rating o f the enabling processes o f the 
organization.
H5: Customers with more experience w/ the organization will have a
more positive /higher evaluation o f what the organization should 
do to support the employees.
The F-statistic o f  .0420 was insignificant (p=.837). This hypothesis was rejected.
which suggests that there is no difference between the evaluations o f  low
experience and high experience customers in regards to the process o f  enabling
promises.
The fourth moderated hypothesis states that customers with high 
experience will rate the organization's ability to keep promises at a lower level 
those customers with low experience.
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H7: Customers with more experience with the organization will rate the
organization's service offerings (evaluation of keeping promises) 
more negatively than those customers with less experience.
The F-statistic o f 1.8516 was insignificant (p=.1743). This hypothesis was
rejected, which suggests that there is no difference in the evaluation o f the
process o f keeping promises between low and high experience customers.
Summary: Four moderated mean hypotheses were tested. A summary of 
the tests o f these hypotheses is reported in Table 6-17.
Table 6.17: Hypotheses Testing: Moderated Hypotheses
Hypothesis FStat Prob Level Findings
H,: [f iexperience, then i prom ise .4026 .5240 Insignificant: Reject
H4: I f  iexp erience, then : expectations 4.5581 .0333 Significant: Fail to Reject
Hs: I f :experience, then : enabling 
promises
.0420 .8370 Insignificant: Reject
H,: I f  texperience, then i keeping 
promises
1.8516 .1743 Insignificant: Reject
Moderated Path Coefficients: In order to determine whether there was a 
significant difference between path coefficients, it was necessary to run a test to 
assess the significance o f the difference between independent path coefficients. 
There is a process described as a stacked model (stacked group analysis) that can 
be conducted in LISREL, which will assess whether there is a statistical 
difference between the two path coefficients (Joreskog and Sorbom, 1989). In 
order for this test to be valid, it is necessary that there be no statistical difference
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between the two measurement models (i.e. the x"'s cannot be significantly 
different). Since each model has 32 items, it is unlikely that each o f the 32 paths 
will be the same between the two sample groups. Even small changes will cause 
the x~ to be significantly different. Therefore, it is unlikely that the test provided 
by LISREL will be valid in these circumstances.
Alternatively, Cohen and Cohen (1975) suggest that the formula 
illustrated in Figure 6-5. will assess whether there exists a statistical difference 
between two path coefficients derived from the same regression or structural 
model, but obtained from two separate samples. The t-value will be compared to 
a table value o f 1.966 at d f  o f400 at a  = .05. Any t-value o f an equal or greater 
value will be considered statistically significant, and the hypothesis will not be 
rejected.
Figure 6-5: T-Test
The first moderated path hypothesis states that the relationship between 
making promises and customer expectations will be significantly stronger (more 
positive) for customers with low experience than for customers with high 
experience.
Be  ~  &f
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H3: For those customers with less experience with the organization,
promises will have a stronger influence on expectations.
The t-value o f 0.66188 was insignificant. Thus, it appears that experience level
does not influence the relationship between making promises and the
development o f expectations.
The second moderated path hypothesis suggests that the relationship 
between expectations and keeping promises will be weaker for those customers 
with higher levels o f experience.
H9: The strength of the relationship between expectations and keeping
promises will be weaker for those customers with more experience 
with the organization.
The t-test o f 2.11 was insignificant. This suggests that the strength o f the
relationship between expectations and keeping promises was indeed moderated
by experience levels. In the model representing high experience customers, the
path coefficient o f .210 was significantly weaker than the path coefficient o f
.319 for the model representing low experience customers.
The third moderated path hypothesis states that the relationship between 
expectations and long-term relationship commitment will be significantly weaker 
for those customers with higher levels o f experience.
H l l :  The strength o f  the relationship between expectations and long­
term relationship commitment will be weaker for those customers 
with more experience with the organization.
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The Me st o f 3.550 was significant. This suggests that the strength o f the 
relationship between expectations and long-term relationship commitment was 
indeed moderated by experience levels. In the model representing high 
experience customers, the path coefficient o f .136 was significantly weaker than 
the path coefficient o f .304 for the model representing low experience customers.
The fourth moderated path hypothesis states that the relationship between 
enabling promises and keeping promises will be significantly stronger for those 
customers with higher levels o f experience.
H13: The strength o f the relationship between enabling promises and 
keeping promises will be stronger for those customers with more 
experience with the organization.
The Mest of 9.777 was significant. This suggests that the strength o f the
relationship between enabling promises and keeping promises was indeed
moderated by experience levels. In the model representing high experience
customers, the path coefficient o f .836 was significantly stronger than the path
coefficient o f .671 for the model representing low experience customers.
Summary: Four moderated path hypotheses were tested. It is interesting 
to note that three out o f  the four hypothesis tests were found to be significant.
This is an indication that moderation via experience is an important component o f 
the model. A summary o f  the tests o f  these hypotheses is reported in Table 6-18.
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Table 6-18: Moderated Path Hypotheses
Hypothesis r-test Findings
H,: I f  I experience, then I making prom ises -  expectations 0.6188 Insignificant: Reject
H,: I f  r experience, then I expectations -  keeping promises 2.1100 Significant: Fail to 
Reject
H,,r I f  f experience, then t expectations -  LTRC 3.5512 Significant: Fail to 
Reject
HtJ: i f  r experience, then f enabling promises -  keeping promises 9.7777 Significant: Fail to 
Reject
Summary of Overall Findings
Chapter 6 presented the results of the measurement model analysis and the 
structural model analyses. The measurement analysis confirmed that the 
measurement devise measured the constructs as proposed. For the specified 
structural model. 4 o f the 5 hypotheses were found to be significant. In addition, 
only I o f the 4 mean level moderator hypotheses were found to be significant. 
Finally, 3 o f the 4 structural moderator hypotheses were found to be significant. 
The implications o f these results will be discussed in greater detail, in the 
following chapter.
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CHAPTER 7 
CONCLUSIONS AND FUTURE RESEARCH
Introduction
Chapter 7 o f this dissertation discusses the conclusions o f this research 
and identifies the best avenues for future research in the area. Included in this 
discussion are an interpretation of the findings o f the research and its theoretical 
contributions, an overview o f the managerial contributions o f these findings, 
summarization o f the limitations o f the research, and an outline o f a number of 
future research directions.
Interpretation of Findings And Theoretical Contributions
The introduction to this dissertation posited several questions which were 
to be answered by this research. These questions were addressed by the 
hypothesis tests conducted in Chapter 6. These hypotheses are interpreted and 
integrated into the theoretical foundation o f  this research in the following 
paragraphs.
A total o f thirteen hypotheses representing mean levels and the structural 
relationships among the constructs o f the conceptual model were tested. 
Empirical support for some hypotheses was determined by the statistical 
significance o f  the corresponding path estimate and the direction o f  the 
relationship. For other hypotheses, mean level difference tests were conducted in 
order to determine whether the moderating variable (experience) had an impact
201
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on the proposed relationships and the mean level of the constructs. In total 8 of 
the 13 hypotheses were shown to be significant. The implications o f these 
hypothesis results are discussed in greater detail in the following section.
Primary Hypotheses: Each o f these hypotheses examined the primary 
relationship among the constructs utilizing the full model, and holding the 
effects of experience constant. The results of these hypotheses tests are 
illustrated in Table 7-1 below.
Table 7-1: Hypotheses Testing: Primary Hypotheses
Hypothesis + / - Coef. Findings
H2: Making Promises -> Customer Expectations T 0.767 Significant: Fail to Reject
Hs: Enabling Promises -> Keeping Promises 0.787 Significant: Fail to Reject
Hg: Customer Expectations -> Keeping Promises + 0.067 Insignificant: Reject
H,0: Customer Expectations -> LTRC - 0.262 Significant: Fail to Reject
H ,,: Keeping Promises -> LTRC -r 0.388 Significant: Fail to Reject
The general results rom these primary hypotheses, and an examination o f 
the overall model provide support for the theoretical stipulations expressed by 
exchange theory. The results help to illustrate that exchange relationships can be 
described as a long-term repetitive interaction with a relational emphasis, that 
can facilitate heightened customer satisfaction, lower costs and reduce 
uncertainty through transaction routinization, and raise barriers to competitive 
market entry. Exchange theory illustrates that consumers enter exchange
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relationships in order to gain utility from the transaction, reduce the uncertainty 
o f multiple outcomes, and reduce the number o f choices occurrent with discrete 
exchanges. Exchange theory also suggests that extended relationships can 
provide competitive advantages for the organization, and thus provide evidence 
as to why organizations seek these extended relationships. The concept of 
competitive advantage illustrates the need for the organization to develop a 
unique resource or skill, such as long-term relationships with customers. Day 
and Fahy (1988) suggest that organizations should focus on long-run shareholder 
value created by alternative strategic moves (i.e. creating realistic expectations, 
proper employee training, and delivery of quality' service) that are in sync with 
the overall marketing objective o f achieving sustainable advantage via satisfied 
customers and enduring relationships. Focusing on the customer encourages the 
service business to segment the general market carefully and tailor their services 
to the needs o f the selected customer segments. Such a focus results in superior 
performance for a service firm because it facilitates identification o f  the elements 
o f  service operations that are o f strategic importance and concentration o f the 
firm’s efforts, investments, and controls (Nayyar 1992; Davidow and Uttal 1990; 
and Heskett 1986). In addition to the competitive advantages to be gained from 
closely meeting the needs o f customers, a focused service strategy yields benefits 
from streamlining operations, resulting in improved productivity and service
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quality (Nayyar 1992). Finally, exchange theory illustrates that exchange can be 
examined in terms o f inputs, processes, and outputs which provides the 
foundation upon which this relationship development model is based. The 
following discussion focuses on the individual hypotheses, and their specific 
contribution to the theoretical development o f the model.
Making Promises: The first primary hypothesis (H2) examined the 
positive relationship between the promises made by the organization and the 
development o f  customer expectations. The results indicate that customer 
expectations appear to be influenced by the promises that the organization 
makes. This is important because it supports the theoretical stipulations o f 
interpersonal relationships, which suggests that the communications between 
entities can influence the expectations o f  those entities. An interpretation of 
Homans (1974) suggests that repeated interactions or communications (a 
component o f making future promises) will form performance expectations, and 
if  these expectations are not met, dissolution o f the relationship will likely occur. 
The results illustrate that expectations are in fact associated with the 
communications o f the organization, and that the management o f  these activities 
is important for the development o f  customer expectations.
Enabling Promises: The second primary hypothesis (H6) examined the 
positive relationship between the ability o f  the organization to enable promises
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and the customer's evaluation o f the organization's ability’ to keep it's promises. 
The results indicate that evaluations of the organization's ability to keep 
promises appears to be influenced by the organization's attempts to enable 
promises. This further supports the stipulations o f interpersonal relationships.
The multi-dimensional aspects o f interpersonal relations would suggest positive 
relations can be developed when there is a clear line o f communications, an 
understanding o f each others needs, and an appropriate atmosphere to facilitate 
this process. From a business perspective, interpersonal relations can be 
facilitated through training the customer-contact employees in terms of 
communicating correctly with the customer. In addition, it is important for 
management to provide the employee with an appropriate environment in which 
to work. For instance, if  this process is properly facilitated, then the customer- 
contact employee should leave the customer with the impression that the 
exchange yielded equal outcomes, it was cooperative, the customer will benefit 
from higher frequency interactions, and that there is some degree o f formality 
which provides a hindrance to switching behavior. This study provides results 
which indicate that the customer can evaluate this process, and can also evaluate 
how this will influence that ability o f  the organization to keep its promises.
Customer Expectations: The third primary hypothesis (H8) examines the 
positive relationship between customer expectations and subsequent evaluations
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of the organization's ability to keep promises. The result o f the hypothesis test 
indicated that the relationship was insignificant, thus this hypothesis was not 
supported. Therefore, expectations did not appear to affect the customer's 
evaluation of the organization's ability to keep it's promises. This may suggest 
that expectations due not influence initial evaluations, but rather have a more 
direct influence and impact on long-term evaluations, which is examined in the 
next hypothesis. It is also probable that moderating variables, such as experience, 
may influence the strength o f this relationship, which could suggest that other 
variables influence this relationship.
The fourth primary hypothesis (H10) examines the positive relationship 
between expectations and long-term relationship commitment. This hypothesis 
was supported. It therefore appears that customer expectations have a positive 
and significant effect on customer’s long-term relationship commitment to the 
organization. The result o f this hypothesis test is consistent with the theoretical 
stipulations o f social exchange theory. This theory suggests that behavior 
represents the service as it is promised and/or delivered, and the customer makes 
both qualitative and quantitative evaluations o f  this behavior. It then seems 
evident that exchanges are evaluated on both a functional and subjective level, 
and social exchange theory illustrates the subjective evaluation. Customers 
generally expect some level o f  functional or technical quality, but a great degree
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o f satisfaction is derived from the behavioral aspects o f the exchange. Thus, if 
the organization behaves in an expected manner, then the consumer's reciprocal 
behavior will be reflected as a commitment to the organization and the long-term 
relationship. Therefore, the results provide support for the theoretical proposition 
that decisions such as relationship commitment are influenced by the 
organization's ability to meet expectations. Further, this may suggest that 
decisions regarding commitment are more closely associated with expectations 
than evaluations o f  the organization's ability to keep its promises. Therefore, the 
path between expectations and long-term relationship commitment may be a 
subjective evaluation, while the path between expectations and keeping promises 
may be more o f a functional evaluation which may not be as important to the 
customer in this environment.
Keeping Promises: The fifth primary hypothesis (H I2) examines the 
positive relationship between the act o f  keeping promises and the development 
o f long-term relationship commitment. The results o f the hypothesis test provide 
evidence that the act o f  keeping promises has a positive and significant effect on 
the development o f the customers long-term relationship commitment to the 
organization. This supports the theoretical stipulations perpetuated by role 
theory. A role is the behavior associated with a socially defined position 
(Solomon et al. 1985), and role expectations are the standards for role behavior
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(Biddle 1966). Thus, similarities in how customers and employees view service 
encounters are most likely when the two parties share role expectations (Bitner et 
al. 1994). In many routine service encounters, particularly for experienced 
employees and customers, the roles are well defined and both the customer and 
employee know what to expect from each other, which should contribute to more 
satisfactory experiences for both the customer and employee. This would be 
illustrated by the organization’s ability to keep its promises, and the ease with 
which the customer can participate and function in the service delivery process. 
The results suggest that the greater that this process is facilitated, then the more 
likely that the customer will be committed to the organization.
Summary: The overall results o f these primary hypotheses tests provide 
evidence that the structural model represents a majority o f the relationships 
among constructs which were proposed. This provides evidence that the 
structural model is theoretically sound, and that it represents a majority o f the 
relationships as proposed.
Moderated Mean Levels Hypotheses: In order to determine whether 
there was a significant difference between mean levels, an ANOVA was run 
which provided an F-statistic. The treatment or moderating variable is the level 
o f  experience that customers have with their primary bank. It is proposed that the 
mean levels will change due to experience level.
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Table 7-2: Hypotheses Testing: Moderated Mean Level Hypotheses
Hypothesis F Stat Prob Level Findings
H,: If iexp erience, then ' prom ise .4026 .5240 Insignificant: Reject
H4: If .exp erien ce , then I expectations 4.5581 .0333 Significant: Fail to Reject
H,: I f ' experience, then ' enabling 
promises
.0420 .8370 Insignificant: Reject
H,t in e x p e r ie n c e , then tkeeping 
promises
1.8516 .1743 Insignificant: Reject.
As illustrated in Table 7-2, only one o f the four hypotheses was found to 
be significant. Hypothesis H4 was found to be significant, and thus unable to 
reject. This hypothesis stated that customers with low levels o f experience will 
have higher levels o f  expectations than those customers with high levels of 
experience. This result is consistent with social exchange theory, which would 
suggest that expectations o f service delivery can often become moderated with 
experience. In other words, as the customer interacts with the organization over 
time, they will have a better understanding o f what should occur in the service 
transaction. The resulting expectations might be lower because they know what 
the capabilities o f  the organization are in terms o f  its ability to deliver, which is 
based on prior experience. Therefore, those customers with less experience will 
not have the same basis upon which to develop their expectations, and may 
become dependent on the promises o f  the organization (Which can elevate 
expectation levels, depending on the content o f  those communications).
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While the remaining three hypotheses were found to be insignificant, the 
results do provide insightful information in regards to the impact o f experience 
on the evaluation o f specific factors or variables. Although there was both 
theoretical and intuitive support for the hypotheses, it is probably beneficial to 
find that experience level does not have such a broad impact on the individual 
factors. This may illustrate that both the measurement and structural integrity of 
the model are not readily influenced by outside factors (specifically experience). 
Therefore, it is easier to interpret the results and generalize the results to other 
groups beyond the original sample.
Moderated Path Coefficients: In order to determine whether there was a 
significant difference between path coefficients, it was necessary to run a t-test to 
assess the significance of the difference between independent path coefficients. 
The results of this test are illustrated in Table 7-3.
Table 7-3: Moderated Path Hypotheses
Hypothesis r-test Findings
H,: [ f  I experience, then t making promises -  expectations 0.6188 Insignificant: Reject
H,: [f  f experience, then t expectations -  keeping promises 2.1100 Significant: Fail to 
Reject
H„: If t experience, then I expectations -  LTRC 3.5512 Significant: Fail to 
Reject
H„: If t experience, then t enabling promises -  keeping promises 9.7777 Significant: Fail to 
Reject
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As illustrated in Table 7-3, three out o f four o f the moderated path hypotheses 
were significant.
The first moderated path hypothesis (H3) states that the relationship 
between making promises and customer expectations will be significantly 
stronger (more positive) for customers with low experience than for customers 
with high experience. The results of the f-test indicate that this proposed effect is 
insignificant. Thus, it appears that experience level does not influence the 
relationship between making promises and the development of expectations. 
This suggests that while experience is important in the development of 
expectations, it does not necessarily influence the relationship between the 
promise that the organizations makes and the development o f customer 
expectations. This may suggest that both high and low experience level 
customers are somewhat dependent on promises when developing expectations. 
The only difference being that those customers with high levels o f experience 
may not develop as high o f  expectations levels.
The second moderated path hypothesis (H9) suggests that the relationship 
between expectations and keeping promises will be weaker for those customers 
with higher levels o f experience. The t-test was found to be significant. This 
suggests that the strength o f the relationship between expectations and keeping 
promises was indeed moderated by experience levels. In the model representing
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high experience customers, the path coefficient o f .210 was significantly weaker 
than the path coefficient o f .319 for the model representing low experience 
customers. This result suggests that customers with high levels o f experience are 
not as dependent on utilizing their expectations as an evaluation anchor when 
evaluating the ability of the organization to keep its promises. This follows the 
line o f reasoning in regards to the prior finding which suggested that customers 
with higher levels o f experience had lower levels o f expectations. These 
customers may in fact utilize prior experience as the evaluation basis when 
assessing the organizations current capabilities in regards to keeping promises. 
Further, the results found in this hypothesis analysis provide secondary support 
for hypothesis (H8) which was found to be insignificant in the full sample, but 
the low experience group illustrated a significant path coefficient. This illustrates 
that low experience groups, the path between expectations and keeping promises 
is significant. This indicates that low experience groups are more dependent on 
their expectations when making initial service evaluations.
The third moderated path hypothesis (HI I) states that the relationship 
between expectations and long-term relationship commitment will be 
significantly weaker for those customers with higher levels o f experience. The t- 
test o f 3.550 was significant. This suggests that the strength o f the relationship 
between expectations and long-term relationship commitment was indeed
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understanding of (better ability to evaluate) the processes that occur within the 
organization which lead to successful service delivery.
Summary: In summary, this dissertation research contributed to theory 
application and testing irr several ways. First, this research developed and tested 
a conceptual model representing the processes that facilitate the organization's 
ability to manage its promises, influence customer expectations, and develop 
long-term relationship commitment. In doing so, the research empirically 
substantiated a theoretical distinction between the acts o f making, enabling, and 
keeping promises. It also demonstrated that marketing processes are an important 
component o f facilitating each o f these promise components. Expectations were 
also shown to be an important component for the development of long-term 
commitment. The research results illustrated that expectations were influenced 
by the promises that the organization made, but in turn, were also very influential 
in the development o f long-term relationship commitment.
Finally, the moderating influence o f experience level was examined to 
determine if  it had an impact on mean level measures and path coefficients. The 
results indicated that it did not have much influence on the mean level measures, 
but this can be interpreted positively, suggesting that the measurement model is 
stable to outside influences. As noted, several o f the path coefficients were in 
fact moderated by experience level. This indicated that prior experience was an
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important factor to consider when assessing the relationships between promises, 
expectations, and long-term relationships. The managerial implications of these 
results are discussed below.
Managerial Contributions
The findings o f this dissertation research are relevant to marketing 
practitioners because it answered a variety of questions and addressed several 
issues. In fact, some o f the primary objectives of the research were to answer 
each the following questions:
*+ First, it is necessary to determine what components o f the
organization significantly contribute to making, enabling and 
keeping o f promises.
*+ Does the marketing process successfully communicate the service
offering and the promises embedded in it?
Are customer performance evaluations indicative of quality service 
delivery?
The research indicated that the organization could manage these processes 
if  provided the right service components and it communicated the right issues. 
For instance, the act o f making promises was best functionalized through a 
process which utilized either overt communications about the service, or as 
service-related cues that are influential in the development o f  customer 
expectations. Overt communications represent typical marketing messages 
conveyed through different advertising media, and service-related cues which are
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communicated through more tangible means such as facilities, equipment, etc. 
Most importantly, the development o f  promises should be based on ethical 
stipulations, norms and moral behavior in order to create realistic and consistent 
promises. If  this process is conducted in an appropriate manner, the promises 
which are communicated through various marketing channels will be 
representative o f the capabilities o f the organization. The later expectations 
which are at least partially based on these communications will be more realistic 
and easier to manage. For example, a bank that communicates that it has 
convenient banking hours is making a promise in regards to its hours of 
operation. It is likely that the customers will develop expectations in regards to 
services that are available after 5:00 p.m. and on weekends. It is important that 
the bank then deliver on this promise, and provide convenient banking hours. It 
would also be wise for the bank to define what convenient banking hours are, 
therefore managing the expectations process.
In addition, the act o f enabling promises is based on the organization’s 
ability to provide the employees with training programs, appropriate equipment, 
and an environment within the organization that motivates and inspires the 
employees. This can be facilitated via the communications within the 
organization, between management and the employees. This involves the 
communication o f  company objectives and the application o f training programs
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requests, and solve or prevent problems as they occur. In other words, the 
instrumental function of customer contact employees is to make the service 
interaction as enjoyable as possible. Service delivery performance can be 
described as an evaluation o f the functional performance. Et is important to note 
that quality service delivery is a necessary, but insufficient, condition for 
relationship development (Crosby et al. 1990). Successful exchange episodes can 
eventually lead to an enduring service based relationship, but this relationship is 
also dependent upon realistic expectation o f the customer, and properly trained, 
empowered customer-contact employees. The act o f keeping promises should 
meet the promises that the organization made and meet the expectations that the 
customer developed. From the customer’s point o f view*, they evaluate this 
component based on whether the organization delivered this service component 
and at what level. This process involves a communication process with the 
customer that is comprised o f performance measurement, evaluation o f feedback, 
rewards for excellent interactions, or solutions necessary for service recovery. 
These two levels o f keeping promises can be illustrated by an example involving 
the banking industry. When a customer walks into a bank to cash a check, s/he 
will evaluate the interaction from two perspectives. First, the customer will 
evaluate the functional performance o f  the interaction, focusing on such issues as 
whether there was a line, the timeliness o f  the transaction, and the accuracy of
Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.
219
the transaction. Second, the customer will evaluate the instrumental performance 
o f the transaction, focusing on such issues as whether the customer-contact 
employee was friendly, knowledgeable, empathetic, etc. during the transaction. If 
both dimensions have been facilitated correctly, then the organization has 
delivered the type of service that it has likely promised.
The next major research question intended to address the following issue:
** Are realistic customer expectations derived from the promises that 
the organization makes?
This research found that expectations represent what the customer 
believes to be the feasible or reasonable service that s/he should receive from the 
organization, in terms of the type, level and quality o f that service delivery. The 
development o f expectations is, in part, dependent on the communications and 
promises of the organization, and therefor it is important for the organization to 
manage this process. This management process is substantially facilitated 
through the communication o f appropriate and realistic messages, which 
encourage the customer to develop appropriate and realistic expectations. If  the 
customer then develops realistic expectations, then it is easier for the 
organization to deliver a service that meets or exceeds those expectations. 
Utilizing the prior example regarding convenient banking hours, it would benefit 
the organization to communicate exactly what they mean by convenient banking 
hours. Therefore, the organization should state the extended or convenient hours
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of operation. For instance, if the bank is open after 4 or 5 p.m., then state how 
late it will be open (5 or 6 p.m.?) If  the bank is claiming that it also open on 
Saturday, then it should also state those hours of operation, and the level of 
service that can be expected during those extended hours. Banks often extend 
their hours, but the drive through is the only facility that is open. This can be a 
frustrating factor for customers that expected the lobby doors to be open with 
friendly and helpful loan officers just waiting to assist them.
The next important question addressed the following issue:
**• Is the long-term relationship derived from the combined effects of 
realistic customer expectations, customer-contact employees, and 
quality service performance?
This research, prior research, and theory seem to indicate that exchanges 
are evaluated on both a functional and subjective level. Customers generally 
expect some level of functional or technical quality, but a great degree o f 
satisfaction is derived from the behavioral aspects of the exchange. Thus, if  the 
organization behaves in an expected manner, then the consumer's reciprocal 
behavior will be reflected as a commitment to the organization and the long-term 
relationship. Therefore, the results provide support for the theoretical proposition 
that decisions such as relationship commitment are influenced by the 
organization’s ability to meet expectations. Further, this may suggest that
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decisions regarding commitment are more closely associated with expectations 
than evaluations o f the organization’s ability to keep its promises.
A primary indication that the relationship will be continued is derived 
from an evaluation o f the service delivery process (Spreng et al. 1996). A 
positive evaluation will contribute to relationship longevity and relationship 
commitment from the customer’s perspective. It is also important to realize that 
the customer’s long-term relationship commitment will be significantly 
influenced and/or enhanced through their expectations and evaluations o f the 
customer contact employees. The importance o f managing expectations, so they 
can be met. and providing the promised service is further illustrated. The 
organization should not over-promise if  it expects to develop long-term 
relationship commitment.
Another important question addressed the following issue:
How does experience level with the organization impact the 
interpretation o f promises and the overall evaluation o f  the 
organization?
Experience has been shown to be one o f  the more influential variables in 
the development o f both customer expectations (GrifiBn et al. 1996) and the 
evaluations o f  service performance (Johnston and Kim 1994). Specific empirical 
results have shown that subjects who elaborate on past experiences are less 
influenced by external marketing stimuli, relative to subjects who do not
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elaborate Huffman 1997). Other studies have shown that the degree of 
elaboration on past experience is dictated by the amount o f previous experience 
(Webster 1991). In total, these studies suggest that customers with more 
experience with an organization are less likely to be influenced by the promise of 
the organization, and they base their subsequent evaluations on the actual 
performance o f the firm.
As the customer interacts with the organization over numerous exchanges, 
they become familiar with the delivery process. The expectation o f continuing 
exchange and future interactions between the two parties has a positive effect on 
their behavior. Transacting with individuals or organizations o f known identity 
and reputation generates trust and discourages malfeasance and avoids sole 
reliance on generalized morality rules or institutional arrangements to guard 
against broken promises (Easton and Araujo 1994). In addition, customers 
become invested in the relationship and become concerned with adaptations of 
product and production processes, delivery procedures, quality systems, social 
codes and, perhaps most important o f all, trust creation and maintenance 
activities. It is important for the organization to realize that as the customer gets 
more experience, they will be more involved in the organization, less dependent 
on the promises, and more critical o f  the processes. It is therefore imperative to 
continually manage the experience acquisition process.
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The last important question addressed the following issue:
**■ Finally, is the result o f  a long-term relationship the development of 
trust, commitment, and dependence between the customer and the 
organization; which in turn leads to a competitive advantage for 
the organization?
The results and measurements regarding long-term relationship 
commitment indicated that the development o f  trust can lead to stronger 
customer loyalty through the creation o f value for the customer that results from 
the relational exchange. Customers become committed to the relationship 
because their wants and needs are satisfied (Houston and Gassenheimer 1987). 
and even become dependent on that relationship. Morgan and Hunt (1994) 
define relationship commitment as a belief that the ongoing relationship between 
the organization and the customer is so important as to warrant maximum effort 
to maintain it.
The development o f long-term relationships can also help to mitigate 
short-term self-interest, since parties are seeking equity over a longer-term time 
frame in order to sustain viability (Davis 1995; and Webster 1992). Relational 
exchanges are negotiated based on mutual dependence and not solely by market 
factors (Webster 1992). In discrete transactions both parties try to maximize 
their outcomes for that particular exchange, but in relational exchanges parties 
give and take. In fact, they prefer the stability o f preserving their interests in the 
long-run to the opportunities and dangers entering into numerous discrete
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exchanges. This can then lead to the development o f dependence between the 
customer and the organization, and is especially important in mitigating self- 
interest.
Emerson (1962) describes dependence as being the product o f two 
variables, motivation investment and availability o f alternatives. Dependence 
has also been described as a function o f  the exchange parties' respective control 
over resources valued by the other, that aren’t readily available (Davis 1995; and 
Anderson 1982). Dependency is the extent to which each party's 
reward/motivation is reliant upon the reward/motivation received by the other 
party, and the degree to which the reward/motivation exceeds what would be 
available outside the relationship (Emerson 1962). In relational exchange, 
dependence is a mutually occurring event and has been characterized as managed 
dependence or interdependence (Dwyer et al. 1987). To exist, organizations 
must interact with other parties and long-term interests may obviate damage that 
could result from inequitable discrete transactions. The balance in the 
relationship results from the proportionate increase or decrease o f dependency as 
the value o f  resources obtained rises and falls (Frazier 1983). In summary, 
dependence as examined by Ganesan (1994), can be defined as a need to develop 
a relationship in order to achieve desired goals from the perspective o f  both 
parties (or several parties) engaged in the relationship. A  high and pervasive
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degree o f dependence usually occurs when outcomes from the relationship are 
important and highly valued, and when a particular relationship is the best 
possible coalition in light o f alternatives (Heide and John 1988; and Ganesan 
1994). In essence, when the organization can develop trust and dependence 
which lead to relationship commitment, they expect to obtain a competitive 
advantage due to the unique aspect o f developing those types o f relationships. 
Limitations
A few limitations o f this dissertation research should be noted. First, this 
study tested a conceptual model which implied causality. However, the nature o f 
this research did not rigorously meet all four conditions o f causality: nonspurious 
association, temporal sequentiality, associative variation and theoretical support 
(Hunt 1991). Nonspurious association, or '"the absence o f  other possible causes” 
(Hunt 1991) is a limitation o f  this research. This is problematic because other 
factors may be identified which could mediate the relationships found in the 
conceptual model. However, the existence o f additional factors is unlikely since 
this research was developed from an exhaustive review o f the existing literature 
in the area.
A second limitation o f  this research endeavor is temporal sequentiality. 
The conceptual model examined in this process implied a process which 
occurred over time, implying the need for a longitudinal design. Yet this research
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used a cross-sectional research design that required respondents to recall past, 
present, and future evaluations and perceptions. This limitation is one o f the 
pitfalls present when trying to collect data in the banking industry due to the time 
constraints o f the participants.
In contrast to the aforementioned criteria, this research satisfies the 
remaining two criteria o f causality. The criterion o f associative variation may be 
assumed in that the relationships among the constructs were studied via 
correlations. An important statement from Hunt’s (1991, p. 87) Marketing 
Theory' text suggests that, "  although it is true that correlation does not imply 
causation, the observation that two factors are systematically associated 
(correlation being a measure o f the degree o f  this causation) is evidence in 
support o f causation (or that a measurable association exists).
The fourth criterion o f theoretical support was upheld, because this 
research was soundly supported by theory. Hair et al (1995, p. 627) state that 
"the strength and conviction with which the researcher can assume causation 
...lies not in the analytical methods chosen but in the theoretical justification... 
Although in many instances not all o f  the established criteria for making causal 
assertions are strictly met, strong causal assertions can possibly be made if  the 
relationships if  the relationships are based on theoretical rationale.”
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This suggests that a good theoretical base can overcome some the pitfalls 
presented by the other criteria for causation.
A final limitation of this research is the representativeness of the sample. 
The final sampling population for this research was constrained to banking 
customers living in Eastern New Mexico and Western Texas. In addition, this 
sample was pulled from one service industry (banking), which may not be 
representative o f the entire service industry. For these reasons, the 
generalizability o f the findings o f this research may be limited geographically 
and to a specific industry. However, in terms o f the geographical stipulations., 
several o f the pilot study samples were drawn from the central areas o f Louisiana 
(no differences in perception were shown to exist between the geographic 
groups). which might broaden the geographic generalizability of these results. 
Future Research
Several areas o f future research are evident for the study o f promises, 
expectations, and long-term commitment. First, the impact o f experience could 
be re-assessed by seeing if  there is a greater difference if  the groups were divided 
by no experience and experience, rather than utilizing low versus high 
experience. The one stipulation being that the current data set does not have a 
significant amount o f  subjects with no experience. It would probably be 
necessary to sample a new group o f customers, in order to address this issue.
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Yet. the findings could prove to have management implications in terms of 
promotional strategies, and the management o f expectations. Second, several 
areas o f further study can be conducted with the present data set. Additional t- 
tests to assess the statistical difference between two path coefficients derived 
from the same formula but different samples can be conducted in order to 
determine whether other social structural variables influence or provide a 
moderating effect in certain proposed relationships. Some o f the variables 
available in the data set include; age, ethnicity, education, and income. Some of 
these variables could support discemable effects. For example, it would be 
interesting to test the effects o f income level on the relationship between 
expectations and long-term commitment and keeping promises. It would also be 
interesting to test the effect o f education level on the ability o f customers to 
evaluate the process o f enabling promises and its relationship with keeping 
promises. Finally, the interrelationship between marketing processes and 
promises should be investigated further to ascertain whether these processes can 
be further differentiated into separate constructs, and therefore provide a more 
dimensional model which represents this overall process.
Additional areas in need o f  research require additional data. Since this 
may be one o f few, or the only, empirical study to operationalize the concept of 
promises, an important future task may entail the validation o f  the conceptual
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model through replication. This validation would ensure that the proposed 
structural relationships hold true. Similarly, the measures utilized in this research 
could be further refined.
Other future tasks are related to expanding the generalizability o f these 
findings. This model should be examined utilizing samples from other 
geographic regions. For example, the mentality o f people in the Southwest is 
rather easy going with limited complaining behavior. It may be that other 
population segments might be more critical o f banking services, and exhibit 
more complaining behavior. These differences could have managerial 
implications, especially in terms o f managing expectations. In addition, this 
model should be tested in other service industries to determine if  the studied 
relationships hold true outside the banking industry.
The final suggestion involves measuring the dyadic relationships that 
exist in this environment. Perceptions regarding service interactions likely differ 
between customers and employees. Differences in expectations also likely exist. 
These differences can contribute to service gaps. Measuring the perceptions of 
both the customers and the employees could help to uncover which differences 
exist and the magnitude o f those differences. The results o f  this type o f study 
could contribute significantly to both the theoretical and managerial applications 
o f this model.
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QUESTIONNAIRE
1. Please identify which is your primary bank. That is the bank with whom you 
conduct most of your banking business.
1. City National 5. Regions Bank
2. Hancock 6. Union Planters
3. Hibernia 7. Whitney
4. Premier 8. Other
2. Please identify a bank with which you have a secondary relationship. That one 
that you also use. but not as often as your primary bank.
1. None 6. Regions Bank
2. City National 7. Union Planters
3. Hancock 8. Whitney
4. Hibernia 9. Other
5. Premier
2a. Which of the following financial services do you utilize? For each service,
please indicate whether it is provided by your primary, secondary or other 
financial institution (Degree of use).
□ Primary______________ □ Secondary______________ □ Other_____
Regular checking 
Interest on checking 
Savings account 
Money market account 
Certificate of deposit 
IRA 
VISA 
Mastercard 
First mortgage 
Automobile Loan 
Second Mortgage 
Mutual Funds 
Individual stocks or bonds
2b. How long have you been banking with your primary financial institution 
(Bank)?__________
2c. How' long have you been banking with your secondary bank?
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The following questions are to find out your attitude toward you primary bank, the one 
you identified in question I . Next to each statement, please circle how you feel about 
the statement. If you strongly disagree, circle 1. If you strongly agree, circle 7. If your 
feelings are neutral about the statement, circle 4. O f course you can also circle any 
other number. Please answer each question.
S t r n n s iv
D isagree
S tr o n g l )
A gree
3. I want to continue doing business with my primary bank.
4. I intend to keep my account(s) with my primary bank.
5. I am very satisfied with the overall service provided by my 
primary' bank.
6. I am very satisfied with the relationship I have with my 
primary bank.
7. I would recommend my primary bank to a friend.
8. I would recommend my primary bank to a relative.
9. I feel I get very good value from the relationship I have with 
my primary bank.
10. My experiences with my bank have assured me that it is 
my bank of choice for my banking needs
11. Compared to other banks that I have done business with, 
my primary' bank provides better service.
12. Compared to other banks that my friends do business 
with, my primary bank provides better service
13. My primary bank seems to charge lower fees or service 
charges than other banks.
14. My primary bank seems to offer longer business hours 
than other banks.
14a. Based on my experience. I think the customer service at 
my primary bank is better than at other banks available 
in town.
15. My primary bank gives me back adequate service for 
the patronage I provide it.
16. My primary bank returns an adequate level of service 
for the amount of business I provide it.
17. My primary bank seems to feel they have a duty to 
provide me with financial benefits in exchange for 
my business.
18.1 have a right to expect on-going benefits from my 
primary bank in exchange for my business
19.1 find the advertisements o f my primary bank to be 
representative of the services provided.
2 3 4 
2 3 4
2 3 4
2 3 4 
2 3 4 
2 3 4
2 3 4 
4 
4 
4 
4
2 3 4
j.  j
5 6 7 
5 6 7
5 6 7
5 6 7 
5 6 7 
5 6 7
5 6 7
5 6 7
5 6 7
5 6 7
5 6 7
5 6 7
2 3 4 5 6 7
2 3 4 5 6 7
2 3 4 5 6 7
2 3 4  5 6 7
2 3 4 5 6 7
2 3 4 5 6 7
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2 0 .1 feel my primary' bank has made a promise to have long-term
relationships with customers. 1. 2 3 4 5 6 7
21. The CSRs and tellers have been very helpful in telling 
me what services are available to solve my problems
or meet my needs. 1 2  3 4 5 6 7
22. The staff at my primary bank understand my needs. 1 2  3 4 5 6 7
23. The staff at my primary bank only try' to sell me services I
can use. 1 2  3 4 5 6 7
24. My primary bank's charges and fees seem to be fair. 1 2  3 4 5 6 7
25. The staff at my primary bank have explained the fees and
charges to me. 1 2  3 4 5 6 7
26. My primary bank takes into consideration my total account
relationship when pricing services. 1 2  3 4 5 • > 7
27. My primary bank tells me how to get the most benefits
from their services. 1 2  3 4 5 6 7
28. My primary bank's facilities look professional. 1 2  3 4 5 6 7
29. The lobbies of my primary bank's branches are inviting. 1 2  3 4 5 6 7
30. My primary bank has up-to-date equipment to serve
my needs. 1 2  3 4 5 6 7
3 1. The decor in my primary bank is not outdated. 1 2  3 4 5 6 7
32. The locations o f my primary bank's branches are convenient
and accessible. 1 2  3 4 5 6 7
33. My primary bank promises personalized service. 1 2  3 4 5 6 7
34. My primary' bank promises consistent, reliable service. 1 2  3 4 5 6 7
35. My primary bank promises professional service. 1 2  3 4 5 6 7
36. The staff at my primary bank are knowledgeable. 1 2  3 4 5 6 7
37. The staff at my primary bank are courteous. 1 2  3 4 5 6 7
38. The staff at my primary bank are informative. 1 2  3 4 5 6 7
39. The staff at my primary bank are responsive to my needs. 1 2  3 4 5 6 7
40. The staff at my primary bank are friendly. 1 2  3 4 5 6 7
41. The staff at my primary bank seem to have the knowledge
to educate me about the bank’s services 1 2  3 4 5 6 7
42. The staff at my primary bank have the training to help
them correct any mistakes made. 1 2  3 4 5 6 7
43. The staff at my primary bank seem to have up-to-date
equipment. 1 2  3 4 5 6 7
44. The staff at my primary bank are trained in how to
operate equipment. 1 2  3 4 5 6 7
45. The staff at my primary bank seem to have
reliable equipment to serve my needs. 1 2  3 4 5 6 7
46. The staff at my primary bank seem to have equipment
accessible to serve my needs. 1 2  3 4 5 6 7
47. The staff at my primary bank seem to be empowered to
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serve my needs. 1 2 j 4 5 6
48. The staff at my primary bank seem to be committed to providing
me with quality service. I 2 j 4 5 6
49. The staff at my primary bank seem to be committed to go the
extra mile to serve my needs. 1 2 j 4 5 6
50. The staff at my primary bank seem to enjoy their jobs. I 2 j 4 5 6
51. The staff at my primary bank seem to enjoy their
customers. I 2 j 4 5 6
52. The staff at my primary bank seem to be proud to be apart of
the bank. 1 2 j 4 5 6
53. The staff at my primary bank seem to be trustworthy. I 2 j 4 5 6
54. The staff at my primary bank seem to be very friendly. I 2 j 4 5 6
55. The staff at my primary bank seem to be skilled. 1 2 *■»j 4 5 6
56. The staff at my primary bank seem to be well qualified
for their job. 1 2 **j 4 5 6
57. The staff at my primary bank seem to be very accessible. 1 2 *>J 4 5 6
58. The staff at my primary bank seem to exceed the promises
made by the bank regarding quality service. I 2 “ VJ 4 5 6
59. The staff at my primary bank seem to attend to details. 1 2 J 4 5 6
60. The staff at my primary bank seem to indicate that quality
service is a central concern for the bank. 1 2 4 5 6
6 1. The staff at my primary bank seem to act fairly in the ways
they handle customers. 1 2 J 4 5 6
62. The staff at my primary bank seem to clearly know' their
roles. I 2 J 4 5 6
63. The staff at my primary bank seem ethical. 1 2 nJ 4 5 6
64. My primary bank puts enough tellers on duty at peak
hours so that a customer only has to wait a short time. I 2 J 4 5 6
65. My primary bank responds quickly to loan requests. I 2 J 4 5 6
66. My primary bank has longer business hours than most
other banks. 1 2 J 4 5 6
66a. When I call my primary bank. I am usually helped without
being transferred. I 2 ■*»,5 4 5 6
67. At my primary bank, information I need is always
available. I 2 J 4 5 6
68. At my primary bank, my bank statement(s) is always
on time. 1 2 - *J 4 5 6
69. At my primary bank, someone at the customer service
department is always available. I 2 4 5 6
70. At my primary bank, the information on my statement(s) is
usually reliable. 1 2 ■>J 4 5 6
71. At my primary bank, the information I get from my ATM is
usually reliable. I 2 J 4 5 6
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72. At my primary bank. 1 feel secure about my account(s). 1 2 3
73. At my primary bank. I usually get a timely response to my
questions. 1 2 3
74. Overall. 1 would say that my primary bank provides me with
accurate information. 1 2 3
75. My primary bank's telephone banking service is easy
to use. 1 2 3
76. My primary bank delivers personalized service. I 2 3
77. My primary bank delivers consistent, reliable service. 1 2 3
78. My primary bank delivers professional service. 1 2 3
79. My primary bank supports its advertising promises. 1 2 3
80. The staff at my primary bank have very good listening
skills. 1 2 3
81.1 feel that the staff at my primary bank will forward my
comments to the appropriate department heads. I 2 3
82. The staff at my primary bank openly seek my opinion
on the bank's service. I 2 3
83.1 believe that my primary bank has a process in place to
handle customer complaints. I 2 3
84.1 get timely information on my statements from my
primary bank. 1 2 3
85.1 can get timely information on my accounts from the
customer service department at my primary bank. 1 2 3
8 6 .1 can get timely information on my accounts from the
lobby staff at my primary bank. I 2 3
8 7 .1 can get accurate information on my accounts on my
statements from my primary bank. I 2 3
8 8 .1 can get accurate information on my ATM activities from
my primary bank. 1 2 3
89. My primary bank's ATMs provide me with accurate, timely
information on my account(s). 1 2 3
90. My primary bank's customer service department provides
me with accurate, timely information on my account(s). I 2 3
91. My primary bank's customer service department provides
me with accurate information on my account(s). 1 2 3
92. My primary bank’s customer service department provides
me with timely information on my account(s). 1 2 3
93. My primary bank's lobby staff provides me with accurate,
timely information on my account(s). I 2 3
94. My primary bank provides me with'reliable information on
my accounts). I 2 3
9 5 .1 feel that information on my accounts) at my primary bank is
accessible. 1 2 3
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96. If there is a mistake made on my account(s) by my primary 
bank, the staff at the bank have the power to fix
it without management's intervention. 1 2 J 4 5
97. If there is a mistake made on my account(s) by my primary
bank, the staff at the bank will apologize. 1 2 J 4 5
9 8 .1 feel that the staff at my primary bank will stand behind
the service promised in spite of any mistakes they make. I 2 J 4 5
99. The staff at my primary bank have been able to regain my
confidence in spite o f any mistakes the bank has made or
will make on my accounts. 1 2 J 4 5
99a. I feel the staff at my primary bank has the ability to
correct any mistakes made by the bank. I 2 -»J 4 5
100. 1 feel the staff at my primary bank has the desire to
correct any mistakes made by the bank. I 2 J 4 5
100a. In the past 6 months, I would say the service at my bank
has generally improved. 1 2 -VJ 4 5
101. If there is a mistake on my account. I am sure the staff
will correct the mistake in a timely fashion. 1 2 J 4 5
102. If there is a mistake on my account, I am sure the staff
will understand my position. 1 2 J 4 5
103. If there is a mistake on my account, I am sure the staff
will handle the situation in a professional manner. 1 2 J 4 5
104. 1 feel the staff at my bank is professional and friendly. I 2 J 4 5
105. The staff at my primary bank is always willing to help me. I 2 J 4 5
106. The staff at my primary bank is never to busy to help me. 1 2 J 4 5
107. The staff at my primary bank instill confidence in me
regarding the bank's ability to serve my needs. 1 2 J 4 5
108. The staff at my primary bank show a personal interest
in me. 1 2 J 4 5
109. My primary bank seems to be a good bank for business
customers. I 2 J 4 5
110. My primary bank seems to be actively involved in local
community projects and activities. 1 2 J 4 5
250
DEMOGRAPHICS
For the purpose of classification, please answer the following demographic questions.
1. What is your age?______________
2. What is your gender?
I . Female 2. Male
3. What is your marital status?
1. Never married
2. Currently married
3. Currently single (separated, divorced, widowed)
4. What is your ethnic background?
1. African-American
2. Asian-American
3. Caucasian-American
4. Hispanic-American
5. Native American
6. Foreign bom
5. What is your highest level of education completed?
1. Some high school
2. High school graduate (or GED)
3. Some college or technical school
4. College graduate
5. Graduate work or degree
6. Terminal degree
6 . What is the total number o f persons in your household who utilize banking services?
7. What is your household income?
 under $20,000
 $20,001 -$34,999
 $35,000 - $49,999
 $50,000 - $64,999
 $65,000 - $79,999
 $80,000 and over
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BANK QUESTIONNAIRE
Thank you for participating in the following survey. All of your answers will be 
anonymous, so feel free to be open and honest in your responses. Please fill in the 
blank or circle the number of the most appropriate answer.
1. Please indicate the name of your primary bank. That is the bank with whom 
you conduct most of your banking business.
2. Please indicate the name of your secondary bank. That is the bank that you 
also use, but not as often as your primary bank.
3. For each service, please indicate whether it is provided by your primary, 
secondary, both primary and secondary, or other financial institution. If you 
do not have the service, circle 5. Circle the appropriate answer based on:
□ Primary bank =1
□ Secondary bank =2
□ Both primary and secondary bank =3
□ Other =4
□ Don't have the service =5
Regular checking 1 2 3 4 5
Interest checking 1 2 3 4 5
Savings account 1 2 3 4 5
Certificate of deposit 1 2 3 4 5
IRA 1 2 3 4 5
Credit card 1 2 3 4 5
First mortgage 1 2 3 4 5
Automobile Loan 1 2 3 4 5
Second Mortgage or Home Equity Credit Line 1 2 3 4 5
Money Market Account 1 2 3 4 5
Brokerage Account 1 2 3 4 5
Other loans (Specify ) 1 2 3 4 5
4. How long have you been banking with your primary bank?__________ (round
off in years)
5. How long have you been banking with your secondary bank?_________(round
off in years, or answer 0 (zero) if you have no secondary bank).
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T h e fo llow in g q u estion s arc in ten d ed  to And out y o u r  a ttitu d e  tow ard you r  p rim ary bank, 
the o n e  you  identiA ed in question  1. N ext to each sta tem en t, p lease c irc le  the ap p rop riate  
n u m b er  in d icatin g  how  you feel ab ou t the sta tem en t. I f  you stron g ly  d isagree , c irc le  I. I f  
you  stron g ly  agree, c ircle  7 . I f  y o u r  feelings are neutral ab ou t the sta tem en t, c irc le  4 . O f  
cou rse  you can also  c ircle  th e  n u m b er for an y  o th er  an sw er . P lease a n sw er each  q u estion .
Sfrongly Strongly
Disagree Agree
1. I want to continue doing business with my primary bank. 1 2 3 4 5 6 7
2. [ am very satisfied with the overall service provided by my
primary bank. 1 2 3 4 5 6 7
3. 1 am very satisfied with the relationship L have with my
primary bank. 1 2 3 4 5 6 7
4. 1 would recommend my primary bank to a friend. 1 2 3 4 5 6 7
5. I feel I get very good value from the relationship I have with
my primary bank. 1 2 3 4 5 6 7
6. My primary bank gives me back adequate service for the patronage
I provide it. 1 2 3 4 5 6 7
7. My primary bank returns an adequate level of service for the amount
of business I provide it. 1 2 3 4 5 6 7
8. My primary bank seems to feel they have a duty to provide me with 
financial benefits in exchange for my business. 1 2 3 4 5 6 7
9. 1 feel my primary bank has made a promise to have long-term
relationships with customers. 1 2 3 4 5 6 7
10. Compared to other banks I have done business with, my primary
bank provides better service. 1 2 3 4 5 6 7
11. My primary bank seems to charge lower fees or service charges than
other banks. 1 2 3 4 5 6 7
12. My primary bank seems to offer longer business hours than other
banks. 1 2 3 4 5 6 7
13.1 find the advertisements of my primary bank to be
representative of the of the services provided. 1 2 3 4 5 6 7
14. The staff at my primary bank have explained the fees and
charges to me. 1 2 3 4 5 6 7
15. The CSRs and tellers have been very helpful in telling me what
services are available to solve my problems or meet my needs. 1 2 3 4 5 6 7
16. The staff at my primary bank understand my needs. 1 2 3 4 5 6 7
17. My primary bank's facilities look professional. 1 2 3 4 5 6 7
18. The lobbies of my primary bank's branches are inviting. 1 2 3 4 5 6 7
19. My primary bank has up-to-date equipment to serve my needs.l 2 3 4 5 6 7
20. The decor in my primary bank is not outdated. 1 2 3 4 5 6 7
21. My primary bank promises personalized service. 1 2 3 4 5 6 7
22. My primary bank promises consistent, reliable service. 1 2 3 4 5 6 7
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Strongly Strongly
Disagree Agree
23. My primary bank promises professional service. 1 2 3 4 5 6 7
24. The staff at my primary bank seem to have equipment
accessible to serve my needs. 1 2 3 4 5 6 7
25. The staff at my primary bank is informative. I 2 3 4 5 6 7
26. The staff at my primary bank is responsive to my needs. I 2 3 4 5 6 7
27. The staff at my primary bank seem to have the knowledge to
educate me about the bank's services. 1 2 3 4 5 6 7
28. The staff at my primary bank seem to be committed to providing
me with quality service. 1 2 3 4 5 6 7
29. The staff at my primary bank seem to enjoy their jobs. 1 2 3 4 5 6 7
30. The staff at my primary bank seem to be proud to be apart
of the bank. 1 2 3 4 5 6 7
31. The staff at my primary bank seem to enjoy their customers. I 2 3 4 5 6 7
32. The staff at my primary bank seem to be very friendly. I 2 3 4 5 6 7
33. The staff at my primary bank seem to be skilled. I 2 3 4 5 6 7
34. The staff at my primary bank seem to attend to details. I 2 3 4 5 6 7
35. The staff at my primary bank seem to indicate that quality
service is a central concern for the bank. 1 2 3 4 5 6 7
36. The staff at my primary bank seem to be committed to go the extra
mile to serve my needs. I 2 3 4 5 6 7
37.1 feel the staff at my bank have been trained to behave in a
professional and friendly manner. 1 2 3 4 5 6 7
38. The staff at my primary bank is always willing to help me. 1 2 3 4 5 6 7
39. At my primary bank, my bank statement(s) is always on time. I 2 3 4 5 6 7
40. At my primary bank, I feel secure about my account(s). I 2 3 4 5 6 7
41. At my primary bank, I usually get a timely response to my
questions. 1 2 3 4 5 6 7
42. Overall, I would say that my primary bank provides me with
accurate information. I 2 3 4 5 6 7
43. My primary bank delivers consistent, reliable service. I 2 3 4 5 6 7
44. My primary bank delivers professional service. I 2 3 4 5 6 7
45. The CSRs and tellers have been very helpful in telling me what
services are available to solve my problems. 1 2 3 4 5 6 7
46 .1 can get timely information on my accounts from the
customer service department at my primary bank. 1 2 3 4 5 6 7
47. My primary bank's customer service department provides
me with accurate information ou my account(s). 1 2 3 4 5 6 7
48. My primary bank's customer service department provides
me with timely information on my account(s). 1 2 3 4 5 6 7
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.Strongly
Disagree
49. My primary bank's lobby staff provides me with accurate 
information on my account(s). 1 2  3-1
50. My primary bank provides me with reliable information on
my account(s). 1 2  3-1
51.1 feel that information on my account(s) at my primary bank is 
accessible. 1 2  3-1
5 2 .1 feel that the staff at my primary bank will stand behind the
service promised in spite of any mistakes they make. 1 2  3 4
53. [f there is a mistake made on my account, [ am sure the staff
will correct the mistake in a timely fashion. 1 2  3 4
54. If there is a mistake made on my account, I am sure the staff
will understand my position. 1 2  3 4
55 .1 believe that my primary bank has a process in place to handle 
customer complaints. 1 2  3 4
56 .1 feel the staff at my primary bank is polite and friendly. 1 2  3 4
57. The staff at my primary bank is responsive to my needs. 1 2  3 4
58. The staff at my primary bank is never too busy to help me. 1 2  3 4
59. The staff at my primary bank instill confidence in me in the
bank's abilities' to serve my needs. 1 2  3 4
60. The staff at my primary bank show a personal interest in me. 1 2  3 4
61. My primary bank seems to be a good bank for business
customers. 1 2  3 4
62. My primary bank seems to be actively involved in local community 
projects and activities. 1 2  3 4
63. My primary bank puts enough tellers on duty at peak hours so that
a customer only has to wait a short time. 1 2  3 4
64. My primary bank has longer business hours than most other
banks. 1 2  3 4
65. My primary bank supports its advertising promises. 1 2  3 4
66. Overall, my level of satisfaction with my primary bank is:
1. very unsatisfied
2. somewhat unsatisfied
3. neutral
4. somewhat satisfied
5. very satisfied
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For the purpose of classification, please answer the following demographic 
questions.
1. What is your age?______________
2. What is your gender? 1. Female 2. Male
3. What is your marital status?
1. Never married
2. Currently married
3. Currently single (separated, divorced, widowed)
4. What is your ethnic background?
1. African-American
2. Asian-American
3. Caucasian-American
4. Hispanic-American
5. Native American
6. Foreign born
5. What is your highest level of education completed?
1. Some high school
2. High school graduate (or GED)
3. Some college or technical school
4. College graduate
5. Graduate work or degree
6. Terminal degree
6. What is the total number of persons in your household who utilize banking 
services? _____
7. What is your household income?
 under S20,000
 S20,001 - S34,999
 S35,000 - 549,999
 550,000-564,999
 565,000 - S79,999
 S80,000 and over
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QUESTIONNAIRE
Thank you for participating in the following survey. All of your answers will be 
anonymous, so feel free to be open and honest in your responses. Please circle the 
appropriate number, which indicates your answer to the following questions:
1. Please circle your primary bank. That is the bank with whom you conduct 
most of your banking business.
1. Citizens Bank 5. Portales National
2. First National 6. Sun West
3. First Savings 7. Western
4. Norwest 8. Other_______
Please circle the bank with which you have a secondary relationship. That is 
the bank that you also use, but not as often as your primary bank.
1. None 5. Norwest 9. Other__________________
2. Citizens Bank 6. Portales National
3. First National 7. Sun West
4. First Savings 8. Western
3. For each service, please indicate whether you use this service with your 
primary, secondary, both primary and secondary, or other financial 
institution. If you do not have the service, circle 5. Circle the appropriate 
answer based on:
□ Primary bank =1
□ Secondary bank =2
□ Both primary and secondary bank =3
□ Other =4
□ Don't have the service =5
Regular checking I 2 3 4 5
Interest checking 1 2 3 4 5
Savings account 1 2 3 4 5
Certificate of deposit I 2 3 4 5
IRA 1 2 3 4 5
Credit card I 2 3 4 5
First mortgage I 2 3 4 5
Automobile Loan I 2 3 4 5
Second Mortgage or Home Equity Credit Line 1 2 3 4 5
Money Market Account 1 2 3 4 5
Brokerage Account 1 2 3 4 5
Other loans (SpecifV ) 1 2 3 4 5
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4. How long have you been banking with your primary bank?___________(round
off in years)
5. How long have you been banking with your secondary bank?_________ (round
off in years, or answer 0 (zero) if you have no secondary bank).
The following questions are intended to find out your attitude toward your 
primary bank, the one you identified in question 1. Next to each statement, please 
circle the appropriate number indicating how you feel about the statement. If you 
strongly disagree, circle L. If you strongly agree, circle 7. If your feelings are 
neutral about the statement, circle 4. Please answer each question.
Please use the following codes, for selecting your 
answer:
X?3
3
5*»TO
3n
a»TOnn
n
X
n
z2 VITO*sr
>
n•nft
ft
TCn
■22
to>*•
>TO
n
I. I want to continue doing business with my primary bank. 1 m 3 4 5 6 7
2, I intend to keep my accounts with my primary bank. I 2 3 4 5 6 7
3. 1 would recommend my primary bank to a friend. I 2 3 4 5 6 7
4. 1 am satisfied with the overall service provided by my 
primary bank.
1 2 3 4 5 6 7
3. 1 am satisfied with the staff at my primary bank. 1 2 3 4 5 6 7
6 . I am satisfied with the facilities at my primary bank. 1 2 3 4 5 6 7
7. 1 am satisfied with the level o f technology that is utilized at 
my primary bank.
I 2 3 4 5 6 7
8 . I am satisfied with the variety o f  services that are provided by 
my primary bank.
1 2 3 4 5 6 7
9. 1 am very satisfied with the relationship that I have with my 
primary bank.
1 2 3 4 5 6 7
10. I would recommend my primary bank to a relative. 1 2 3 4 5 6 7
11. I feel that I can depend on my primary bank for a majority o f 1 2 3 4 5 6 7
my financial needs.
12. 1 feel that I get very good value from the relationship I have 
with my primary bank.
I 2 3 4 5 6 7
13. My experiences with my primary bank have assured me that 1 2 3 4 5 6 7
it is my bank of choice for my banking needs.
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Please use the following codes, for selecting your 
answer:
X
&
3*asTO•nn
3*asiz
X
JZ3*y
jC
a^
Slightly 
Agrrt 
|
n
n
>■7Z**O
14. I Feel loyal to my primary bank, and 1 do not intend to switch i 2 3 4 5 6 7
banks.
15. In the future, 1 plan to utilize more o f the services offered by l 2 3 4 5 6 7
my primary bank.
16. I Feel that I can trust my primary bank with my finances. 1 2 3 4 5 6 7
17. My primary bank promises to delivery reliable and consistent i 2 3 4 5 6 7
service
18. My primary bank promises to deliver professional service l 2 3 4 5 6 7
19. My primary bank promises to deliver friendly services l 2 3 4 5 6 7
20. My primary bank promises to deliver timely service I 2 3 4 5 6 7
21. My primary bank promises to have knowledgeable employees l 2 3 4 5 6 7
22. My primary bank promises to have competitive rates i 2 3 4 5 6 7
23. My primary bank promises to provide a wide selection o f t 2 3 4 5 6 7
services
24. My primary bank promises to maintain modern facilities and l 2 3 4 5 6 7
equipment
25. My primary bank has told me that they have reliable service i 2 3 4 5 6 7
26. My primary' bank has told me that they have professional i 2 3 4 5 6 7
employees
27. My primary bank has told me that they have timely service i 2 3 4 5 6 7
28. My primary bank has told me that they have knowledgeable l 2 3 4 5 6 7
employees
29. My primary bank has told me that they have competitive l 2 3 4 5 6 7
rates
30. My primary bank has told me that they have a wide selection i 2 3 4 5 6 7
o f  services
31. My primary bank has told me that they have friendly l 2 3 4 5 6 7
employees
32. My primary bank has told me that they have modern i 2 3 4 5 6 7
equipment and facilities.
33. My primary bank has professionally dressed employees. l 2 3 4 5 6 7
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Please use the following codes, for selecting your 
answer:
in
n33
•<*
V*aa19
ft
WasJQnttn
22
ja*IT
/2
nas
X
re*sr
>13—
n
>19
t
7
2
1^-19
34. My primary bank has professional looking lobbies. l 2 3 4 5 6 7
35. My primary bank has professional looking offices. i 2 3 4 5 6 7
36. My primary bank has a modern lobby. l 2 3 4 5 6 7
37. My primary bank has modern offices. l 2 3 4 5 6 7
38. The decor in my primary bank is not outdated. l 2 3 4 5 6 7
39. My primary bank has up-to-date equipment to serve my 
needs.
l 2 3 4 5 6 7
40. The lobbies o f  my primary bank are inviting. i 2 3 4 5 6 7
41. The staff at my primary bank only try and sell me the services 
that I can use.
l 2 3 4 5 6 7
42. The staff at my primary bank have explained the variety o f  
services that are available.
i 2 3 4 5 6 7
43. I find the advertisements o f  my primary bank are very 
informative.
i 2 3 4 5 6 7
44. A friend, relative and/or neighbor referred me to my primary 
bank.
i 2 3 4 5 6 7
45. f recommended my primary bank to a friend, relative, and/or 
neighbor.
i 2 3 4 5 6 7
46. The advertisements o f  my primary bank are representative o f  
the services that are offer.
l 2 3 4 5 6 7
47. My primary bank should provide convenient banking hours. l 2 3 4 5 6 7
48. My primary bank should provide expedient (fast) loan 
processing procedures.
i 2 3 4 5 6 7
49. My primary bank should provide personalized service. i 2 3 4 5 6 7
50. My primary bank should offer free checking accounts i 2 3 4 5 6 7
51. My primary bank should provide ATM access with no fee for 
bank customers.
i 2 3 4 5 6 7
54. My primary bank should offer high interest rates on savings 
accounts and other investment opportunities.
l 2 3 4 5 6 7
55. My primary bank should have sympathetic employees. i 2 3 4 5 6 7
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Please use the following codes, for selecting your 
answer:
£
CT
■jk
j5
nf%
■jt
S3
73
*9
2
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z2
s.
2
fz'
>■
ISnno
73
5*
>•
7 3n
«*
56. iVty primary bank should provide accurate account 
information.
l 2 3 4 5 6 7
57. My primary bank should be committed to customer 
satisfaction.
i 2 3 4 5 6 7
58. 1 expect competitive fees and charges from my primary bank. i 2 3 4 5 6 7
59. My primary bank should correct their mistakes quickly. l 2 3 4 5 6 7
60. My primary bznk should provide convenient ATM locations. 1 2 3 4 5 6 7
61. My primary bank should provide online and telephone 
banking.
1 2 3 4 5 6 7
62. The employees at my primary bank should have a 
professional attitude.
l 2 3 4 5 6 7
63. The employees at my primary bank should be well trained. I m 3 4 5 6 7
64. The employees should be able to efficiently utilize the 
available equipment.
l 2 3 4 5 6 7
65. The employees at my primary bank should be able to answer 
my questions.
l 2 3 4 5 6 7
66. The employees at my primary bank should be able to solve 
my problems.
l 2 3 4 5 6 7
67. My primary bank should have modern and up-to-date 
equipment.
l 2 3 4 5 6 7
68. My primary bank should establish appropriate training 
programs for their employees.
l 2 3 4 5 6 7
69. The staff at my primary bank seem to have equipment 
available to serve my needs.
l 2 3 4 5 6 7
70. The equipment available to employees should be reliable. L 2 3 4 5 6 7
71. The equipment available to employees should be up-to-date. 1 2 3 4 5 6 7
72. The employees o f  my primary bank seem to enjoy their job. I 2 3 4 5 6 7
73. The employees and managers o f  my primary bank seem to be 
committed to the customer's satisfaction.
I 2 3 4 5 6 7
74. The employees o f  my primary bank should be empowered to 
solve my problems.
I 2 3 4 5 6 7
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Please use the following codes, for selecting your 
answer:
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75. The employees o f my primary bank should be well qualified 
for the job.
I 2 3 4 5 6 7
76. The employees o f my primary bank should have a mutual 
respect for each other.
1 2 3 4 5 6 7
77. The employees o f my primary bank should have problem 
solving skills.
1 2 3 4 5 6 7
78. The staff o f my primary bank seem to be empowered to solve 
problems and make decisions.
1 2 3 4 5 6 7
79. My primary bank should provide the employees with a 
pleasant work environment.
I 2 3 4 5 6 7
80. The management at my primary bank expresses their 
commitment to customer satisfaction.
I 2 3 4
•
5 6 7
81. The management at my primary bank appear to support the 
efforts o f the employees.
I 2 3 4 5 6 7
82. There appears to be a customer oriented philosophy within 
my primary bank.
1 2 3 4 5 6 7
83. My primary bank appears to facilitate a positive work 
environment.
1 2 3 4 5 6 7
84. The work environment o f my primary bank appears to be 
efficient.
1 2 3 4 5 6 7
85. 1 believe that my primary bank encourages a code o f conduct 
that guides the behaviors o f  their employees.
I 2 3 4 5 6 7
86. The organizational mission o f my primary bank should 
concentrate on the development o f  their employees.
I 2 3 4 5 6 7
87. The employees o f  my primary bank appear to understand the 
directives o f management.
1 2 3 4 5 6 7
88. Well trained bank employees will understand my needs I 2 3 4 5 6 7
89. The staff at my primary bank are well trained. I 2 3 4 5 6 7
90. The staff at my primary bank are friendly. 1 2 3 4 5 6 7
91. Well trained bank employees will be able to communicate 
relative information to the customers.
I 2 3 4 5 6 7
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Please use the following codes, for selecting your 
answer:
Strongly 
D
isagree 
|
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2
19sr
z
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>-re
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|
n
sjo
>•7S
n
92. Well trained bank employees will perform my banking 
services accurately.
i 2 3 4 5 6 i
93. Well trained bank employees will be responsive to my needs. i 2 3 4 5 6 7
94. Well trained bank employees will be able to solve customer 
needs.
i 2 3 4 5 6 7
95. Good bank employees will be sociable. i 2 3 4 5 6 7
96. Well trained bank employees will be committed to quality 
service.
i 2 3 4 5 6 7
97. Bank employees that are well trained will attend to details. i m 3 4 5 6 7
98. Good bank employees are willing to go the "extra mile". i 2 3 4 5 6 7
99. Well trained bank employees are efficient. i 2 3 4 5 6 7
100. Good bank employees are trustworthy. i 2 3 4 5 6 7
101. Good bank employees are ethical. i 2 3 4 5 6 7
102. Bank employees that are empowered can help prevent 
customer problems.
i 2 3 4 5 6 7
103. Good bank employees have the power to make decisions 
in response to customer requests.
i 2 3 4 5 6 7
104. The staff at my primary bank indicate that quality 
service is a central concern for the bank.
i 2 3 4 5 6 7
105. My primary bank provides statements which are 
accurate.
i 2 3 4 5 6 7
107. My primary bank provides account information on a 
timely basis.
i 2 3 4 5 6 7
108. My primary bank is adequately staffed. i 2 3 4 5 6 7
109. My primary bank delivers quality services. i 2 3 4 5 6 7
110. My primary bank has modern technology. i 2 3 4 5 6 7
III . The staff at my primary bank are knowledgeable i 2 3 4 5 6 7
112. The staff at my primary bank are empathetic to my 
needs.
i 2 3 4 5 6 7
113. My primary bank provides a wide variety o f services. i 2 3 4 5 6 7
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answer:
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114. My primary bank has convenient banking hours. i 2 3 4 5 6 7
115. My primary bank has expedient (fast) loan processing 
procedures.
i 2 3 4 5 6 •7/
116. My primary bank provides personalized service. i 2 3 4 5 6 7
117. My primary bank is committed to customer satisfaction. i 2 3 4 5 6 7
118. My primary bank provides convenient ATM locations. i 2 3 4 5 6 7
119. My primary bank provide online and telephone banking. i 2 3 4 5 6 7
120. The employees at my primary bank have a professional 
attitude.
i 2 3 4 5 6 7
121. The employees at my primary bank are able to efficiently 
utilize the available equipment.
i 2 3 4 5 6 7
122. The employees at my primary bank provide answers to 
my questions.
i 2 3 4 5 6 7
123. The employees at my primary bank solve my problems. i 2 3 4 5 6 7
124. My primary bank has modern and up-to-date equipment. i 2 3 4 5 6 7
125. My primary' bank's services are competitively priced. i 2 3 4 5 6 7
126. My primary bank has used customer surveys in the past. i 2 3 4 5 6 7
127. f have filled out at least one customer survey for my 
primary bank (besides this survey).
i 2 3 4 5 6 7
128. My primary bank has a customer suggestion box. i 2 3 4 5 6 7
129. My primary bank provides me with customer comment 
cards.
i 2 3 4 5 6 7
130. My primary bank responds directly to my comments and 
suggestions.
i 2 3 4 5 6 7
131. My primary bank responds indirectly to my comments 
and suggestions.
i 2 3 4 5 6 7
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Please use the following codes, for selecting your 
answer:
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132. My primary bank has offered me free services as a 
reward for my business.
I 2 3 4 5 6 i
133. My primary bank has offered me additional services as a 
reward for my business.
I 2 3 4 5 6 i
134. My primary bank admits to their mistakes. 1 2 3 4 5 6 7
135. My primary bank corrects their mistakes quickly. l 2 3 4 5 6 7
136. The staff at my primary bank have very good listening 
skills.
l 2 3 4 5 6 7
137. I feel that the staff at my primary bank will forward my 
comments to the appropriate people.
l 2 3 4 5 6 7
138. The staff at my primary bank openly seek my comments 
on the bank's service
l 2 3 4 5 6 7
139. I believe that my primary bank has a process in place to 
handle customer complaints.
1 2 3 4 5 6 7
140. If there is a mistake made on my accounts by my primary 
bank, the staff have the power to fix it without 
management intervention.
1 2 3 4 5 6 mt
141. If there is a mistake made on my account, I am sure the 
staff will correct it in a timely fashion.
i 2 3 4 5 6 7
142. The staff at my primary bank have been able to regain 
my confidence in spite o f  any mistakes the bank has 
made.
i 2 3 4 5 6 7
143. I feel that the staff at my primary bank will stand behind 
service promised in spite o f  any mistakes they make.
l 2 3 4 5 6 7
145. The overall quality o f  service at my primary bank meets 
my expectations.
l 2 3 4 5 6 7
146. The overall quality o f the staff at my primary bank meets 
my expectations.
1 2 3 4 5 6 7
147 I Teel that the technology used by my primary bank is up-to- 
date.
l 2 3 4 5 6 7
148 The overall quality o f  the equipment in my primary bank 
meets my expectations.
i 2 3 4 5 6 7
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Please use the following codes, for selecting your 
answer:
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149. The overall quality of my primary bank’s facilities meets 
my expectations.
l 2 3 4 5 6 7
150. 1 feel that the service my bank provides is reliable. l 2 3 4 5 6 7
151. The employees o f my primary bank were responsive to 
my needs.
l 2 3 4 5 6 7
152. I feel confident in the ability o f  my primary bank to 
manage my finances.
l 2 3 4 5 6 7
153. The employees o f  my primary bank are empathetic to my 
needs.
l 2 3 4 5 6 7
154. My primary bank should offer low interest rates on 
loans.
1 2 3 4 5 6 7
155. Overall, my level of satisfaction with my primary bank can be described as:
1. very unsatisfied
2. unsatisfied
3. somewhat unsatisfied
4. neutral
5. somewhat satisfied
6. satisfied
7. very satisfied
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For the purpose of classification, please answer the following demographic 
questions.
1. What is your age?______________
2. What is your gender?
1. Female
2. Male
3. What is your marital status?
1. Never married
2. Currently married
3. Currently single (separated, divorced, widowed)
4. What is your ethnic background?
1. African-American
2. Asian-American
3. Caucasian-American
4. Hispanic-American
5. Native American
6. Foreign born
5. What is your highest level of education completed?
1. Some high school
2. High school graduate (or GEO)
3. Some college or technical school
4. College graduate
5. Graduate work or degree
6. Terminal degree
6. What is the total number of persons in your household who utilize banking 
services?
What is your household income?
 under S20,000
 S20,001 - 534,999
 535,000 - 549,999
 550,000-564,999
 565,000-579,999
 580,000 and over
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QUESTIONNAIRE
Thank you for participating in the following survey. All of your answers will be 
anonymous, so feel free to be open and honest in your responses. Please circle the 
appropriate number, which indicates your answer to the following questions:
I . Please circle your primary bank. That is the bank with whom you conduct most of 
your banking business.
1. Citizens Bank 5. Portales National
2. First National 6. Sun West
3. First Savings 7. Western
4. Norwest 8. Other__________________
2. Please circle the bank with which you have a secondary relationship. That is the 
bank that you also use, but not as often as your primary bank.
1.None 5. Norwest 9. Other___________________
2. Citizens Bank 6. Portales National
3. First National 7. Sun West
4. First Savings 8. Western
3. For each service, please indicate whether you use this service with your primary, 
secondary', both primary and secondary, or other financial institution. If you do not 
have the service, circle 5. Circle the appropriate answer based on:
□ Primary bank =1
□ Secondary bank =2
□ Both primary and secondary bank =3
□ Other
□ Don't have the service
=4
=5
Regular checking 
Interest checking 
Savings account
2 3 4 5 
2 3 4 5 
2 3 4 5 
2 3 4 5 
2 3 4 5 
2 3 4 5 
2 3 4 5 
2 3 4 5 
2 3 4 5 
2 3 4 5 
2 3 4 5 
2 3 4 5
Certificate o f deposit
IRA
Credit card 
First mortgage 
Automobile Loan
Second Mortgage or Home Equity Credit Line 
Money Market Account 
Brokerage Account
Other loans (Specify_____________________)
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4. How long have you been banking with your primary' bank?__________
5. How long have you been banking with your secondary bank?_________(round off
in years, or answer 0 (zero) if you have no secondary bank).
The following questions are intended to find out your attitude toward your primary 
bank, the one you identified in question I. Next to each statement, please circlel the 
appropriate number indicating how you feel about the statement. If you strongly 
disagree, circle 1. If you strongly agree, circle 7. If your feelings are neutral about the 
statement, circle 4. Of course you can also circle any other number. Please answer each 
question.
Please use the following codes, for selecting your answer: 3
32***»
7TsTO
5*ai1C
75
70*
3*
>¥» a^
'jT
jo'y
5-TOoo
70n
z
2
37^
* >■ 70
**
I. I w ant to continue doing business with my primary bank.. I 2 3 4 5 6 7
2. I am satisfied with the overall service provided by m y primary 
bank..
I 2 3 4 5 6 7
3. 1 am very satisfied  with the relationship that I have with my 
primary bank..
I 2 3 4 5 6 7
4. 1 w ould recom m end m y primary bank to a relative. I 2 3 4 5 6 7
5. M y experiences w ith m y primary bank have assured me that it is 
my bank o f  ch o ice  for m y banking needs.
I 2 3 4 5 6 7
6. M y primary bank prom ises to delivery reliable and consistent 
service.
I 2 3 4 5 6 7
7. M y primary bank prom ises to have know ledgeable em p loyees. I 2 4 5 6 7
8. My primary bank prom ises to have com petitive rates. I 2 •*j 4 5 6 7
9 . M y primary bank prom ises to provide a w id e  selection  o f  services. I 2 j 4 5 6 7
10. The decor in m y primary bank is contem porary. I 2 j 4 5 6 7
11. M y primary bank has up-to-date equipm ent to serve m y needs. I 2 j 4 5 6 7
12. The lobbies o f  m y primary bank are inviting. I 2 j 4 5 6 7
13. The s ta ff  at m y primary bank on ly  try and se ll m e the services that 
I can use.
1 2 3 4 5 6 7
14. T he s ta ff  at m y primary bank h ave exp lained  the variety o f  services  
that are available.
I 2 j 4 5 6 7
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Please use the following codes, for selecting your 
answer:
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15. The advertisem ents o f  my primary bank are representative o f  the 1 2 3 4 5 6 7
services that are offer.
16. M v primary bank should provide accurate account information. I 2 3 4 5 6 7
17. M y primary bank should be com m itted to custom er satisfaction. 1 2 3 4 5 6 7
18. 1 exp ect com petitive fees and charges from m y primary bank. I 2 4 5 6 7
19. M y primary bank should correct their m istakes quickly. 1 2 *j 4 5 6 7
20 . The em ployees at m y primary bank should be w ell trained. I 2 4 5 6 7
21 . The s ta ff  at my primary bank seem  to have equipm ent available to 1 2 3 4 5 6 7
serve m y needs.
22 . T he em ployees o f  m y primary bank seem  to enjoy their job . I 2 j 4 5 6 7
23 . The em ployees and managers o f  m y primary bank seem  to be I 2 j 4 5 6 7
com m itted to the custom er’s satisfaction.
2 4 . T he em ployees o f  m y primary bank seem  to have a mutual respect I 2 j 4 5 6 7
for each other.
25 . The s ta ff  o f  m y primary bank seem  to be em pow ered to so lve I 2 j 4 5 6 7
problem s and m ake decisions.
2 6 . T he m anagem ent at m y primary bank expresses their com m itm ent I 2 j 4 5 6 7
to custom er satisfaction.
27 . The m anagem ent at m y primary bank appear to support the efforts I 2 j 4 5 6 7
o f  the em ployees.
28 . M y primary bank appears to facilitate a  p ositive w ork I 2 3 4 5 6 7
environ m en t
2 9 . t b e lieve  that m y primary bank encourages a  cod e o f  cond uct that I 2 j 4 5 6 7
guides the behaviors o f  their em p loyees.
30 . The em p loyees o f  m y primary bank appear to understand the I 2 3 4 5 6 7
d irectives o f  m anagem ent
3 1. T he s ta ff  at m y primary bank are w ell trained. I 2 3 4 5 6 7
3 2 . T he s ta ff  at m y primary bank are friendly. I 2 3 4 5 6 7
3 3 . M y primary bank provides statem ents w hich are accurate. 1 2 j 4 5 6 7
34 . M y primary bank delivers quality  services. I 2 3 4 5 6 7
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Please use the following codes, for selecting your 
answer:
Strongly 
D
isagree 
|
3319nn*%
y:
TO*y 2
33
TO^
V
renn«■*
>ISn
y.
2
jo.
>TO
n
35 . The sta ff at my primary bank are know ledgeable i 2 3 4 5 6 7
36. My primary bank provides a w ide variety o f  services. i 2 3 4 5 6 7
37. My primary bank has convenient banking hours. i 2 3 4 5 6 /
38 . M y primary bank corrects their m istakes quickly. i 2 j 4 5 6 7
39 . M y primary bank has a process in p lace to handle custom er  
com plaints.
i 2 3 4 5 6 7
4 0 . The em ployees o f  m y primary bank are responsive to m y needs. i 2 0 4 5 6 7
41. Overall, my level of satisfaction with my primary bank can be described as:
1. very unsatisfied
2. unsatisfied
3. somewhat unsatisfied
4. neutral
5. somewhat satisfied
6. satisfied
7. very satisfied
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For the purpose of classification, please answer the following demographic 
questions.
1. What is your age?______________
2. What is your gender? 1. Female 2. Male
3. What is your marital status? I. Never married
2. Currently married
3. Currently single (separated, divorced, widowed)
4. What is your ethnic background?
1. African-American 4. Hispanic-American
2. Asian-American 5. Native American
3. Caucasian-American 6. Foreign born
5. What is your highest level of education completed?
1. Some high school 4. College graduate
2. High school graduate (or GED) 5. Graduate work or degree
3. Some college or technical school 6. Terminal degree
6. What is the total number of persons in your household who utilize banking 
services? ___
7. What is your household income?
 under S20,000  550,000 - S64,999
 520,001 - 534,999  565,000 - S79,999
 S35,000 - S49,999  S80,000 and over
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